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SUPPLEMENTAL TRANSPORTATION APPRO- 
PRIATIONS REINVESTMENT TO UPGRADE 
PRODUCTIVITY [STARTUP] ACT OF 1992, S. 
2169 



WEDNESDAY, FEBRUARY 26, 1002 

U.S. Senate, 
Subcommittee on Transportation 

AND Related Agencies, 
Committee on Appropriations, 

Washington, DC. 
The subcommittee met at 9:35 a.m., in room SD-138, Dirksen 
Senate Office Building, Hon. Frank R Lautenberg (chairman) pre- 
siding. 

Present: Senators Lautenberg, Byrd, D'Amato, Hasten, and Do- 
menici. 

CONGRESSIONAL WITNESS 

STATEMENT OF HON. DANIEL PATRICK MOYNIHAN, UJ9. SENATOR 
FROM NEW YORK 

OPENING STATEMENT OF SENATOR LAUTENBERG 

Senator Lautenberg. This hearing of the Subcommittee on 
Transportation and Related Agencies will come to order. Normally 
this subcommittee begins its annual round of hearings with the 
Secretary of Transportation, for an overview of the Department's 
budget proposal. But today, as the country continues to be mired 
in recession, we are here to look at how we might help stimulate 
the economy by investing in our transportation infrastructure. 

On January 30, 1 introduced the STARTUP Act of 1992. This bill 
would provide $7.13 billion in supplemental spending that focuses 
on the maintenance and repair of existing systems. The goals of 
this spending are simple: to create jobs now, and to enhance our 
long-term productivity and competitiveness. 

As we will hear today, these goals can be attained. Accordinp^ to 
estimates prepared by DRI/McGraw-Hill, a leading economic ^re- 
casting firm, uiis bill would provide significant benefits. The $7.13 
billion would generate a net gain in gross domestic product [GDP] 
of $13.5 billion, an almost 2-for-l return. And it would create 
180,000 person-years of work, taking people off the unemployment 
lines ana putting them back on the job. 

I was proud to be joined in the introduction of that bill by, among 
others, one of the leaders in transportation planning and thinking 

(1) 
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in this body of ours, and a good friend from across the Hudson 
River, not the Potomac River, Senator Moynihan. And I am de- 
lighted to have him with us today. He has been a leading advocate 
for infrastructure investment. The testimony to that is his author- 
ship and development of the surface transportation bill signed in 
December. I also expect that we will be joined shortly by Senator 
Byrd, the chairman of the full Appropriations Committee. Last 
week he held a series of hearings that looked in part at the issues 
that we want to explore this day. 

On Thursday, before the full Appropriations Committee, Jeff 
Faux, president of the Economic Policy Institute, gave compelling 
testimony when he asked the question that Congress faces today: 
What can we do to stimulate the economy in the snort run that will 
also have the benefit of helping to solve our longer term structural 
problems. His answer was ver^ clear, and I quote: 

The most sensible answer is a multiyear expansion of public in- 
vestment in human capital, infrastructure, ana civilian technology, 
beginning now." He went on to say that the current recession is the 
ideal time to begin a public sector reinvestment program. 

Robert Reich, the distinguished professor of politic economics at 
Harvard's Kennedy School, testifiea: 

'"If Americans want to attract global capital to the United States 
to create jobs here, the Nation races the same fundamental choice 
of methods as that faced bv other nations. We can either attract 
global capital by promising low wages and low costs of meeting en- 
vironmental, safety, and other standards, or we can lure global cap- 
ital by promising a highly skilled work force and a world-class in- 
frastructure of communications, energy, transportation, water, and 
sewage system, linking the work force together and with the rest 
of the world." Only the second method, he says, will enhance our 
standard of living. 

PREPARED STATEMENTS 

I am going to include testimony given last week before Senator 
Byrd's full committee hearing. 
[The statements follow:] 

Statement op Jeff Faux, President, Economic Poucy Institute 

SUMMARY 

1. Even if we assume a (juick end to the current recession, the U^. economy faces 
years of slow ^wth and hiffh unemployment. 

2. Stimulatmg public ana private investment is essential for raising the growth 
rate in both short and long term. 

3. The only serious strategy available is for the Federal Government to invest in 
human and physical capital now. 

4. ExfMinding public capital investment will increase private capital investment by 
making it more productive and profitable. 

5. It will also provide a more effective short-term stimulus than tax cuts, thereby 
raising business sales and generating more private investment. 

6. A minimum of $60 billion per year in new federally financed public investment 
is needed over the next 6 years. Even this amount would not close the investment 
gap between Uie UJS. and its international competitors. 

7. This cannot be financed with the peace oividend alone. Because the economy 
is operating so far below capacity, borrowing for investment is justified now. Taxes 
should be raised when we get closer to full emplovment. 

8. An investment strategy would not be inflationary, nor are there economic 
grounds for expecting that it would "spook" capital markets. 
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9. Failure to expand public invettment now will inevitably lead to lower ftiture 
living standards. 

TBOTIMONY OP JEFF FAUX 

The central problem facing the U.S. economy is mwth— both in the short term 
and the longterm. The short-term question is not whether or when we will declare 
ourselves "omdaliy out of the recession that began some twenty months ago. It is 
how to brintf the unemployment rate back down to Uie rou^hdy five percent level 
it was at before the economy began to falter in early 1989. 

The lon^-term question is how to reverse the decline in competitiveness and the 
slowdovm m U.S. productivity that began in the early 1970s. Tnis slowdown can be 
seen in the deterioration of real wages over the past twenty years, which been a 
major cause of the so-called middle dass squeeze, (see Figure 1) 

Unfortunately, on our present course, the outlook for reviving economic growth is 
not good. Most forecasters are predicting that growth in the 1990s will be even slow- 
er than it was in the 1980s, even assuming that the recession will end soon and 
that there will be no other recession over the next ten years, (see Figure 2) Tlie lat- 
est five year forecast of the Consressional Budget ofiice concludes ttiat the official 
unempfeyment rate will not get below 6 percent unemployment until 1996, even if 
both interest rates and infiation remain low for the entire period! 

Economists and historians may disagree over the specific causes of our growth 
slowdown, but there is virtual consensus amonj^ observers of all political ana philo- 
sophic persuastons that raising the rate of public and private investment is essential 
for reaching and maintaining higher rates of economic growth. 

Investment in plant and eouipment is necessary to provide workers with the tools 
required to preduce hi|^ quality goods efficiently. Investment in people is necessary 
to provide them with the skills needed to make effective use of new tedinologies. 
Investment in transportation, communication, and environmental infrastructure is 
necessary for the smooth ana safe working together of the millions of enterprises 
that make up the U.S. economy. 

Today, Ainerica is consideraoly behind its major industrial rivals in the share of 
its economy being reinvested in both public and private sectors (see Figures 3 and 
4). America's private capital stock is affing, its closed factories are not being re- 
placed, its public sector is deteriorating. In effect, we have been living off of the cap- 
ital investments made in earlier postwar vears by an earlier generation. There is 
obviously a limit to how bng one can sustain this behavior, and it is increasingly 
apnarent that we are reaching that limit. 

In a modem economv. the shape of a society is determined by the level and pat- 
tern of its investment. We can see our fate in these Lrge investment gaps. 

THE PRIVATE INVESTMENT GAP 

On our present path, even if we assume a recovery this Spring, there is little pos- 
sibility that the U.S. will close the private investment gap witi^ our migor rivals. 
Indeed, during the first five years of the 1990s UJS. ousiness investment in 
nonresidential plant and equipment is projected to grow at less than half the rate 
of the 1980s, whidi had slowed down Trom the 19708, whidi had in turn slowed 
down from the 1960s. 

Proposals claiming to spur private investment by providing marginal tax cuts 
business income cannot hope to induce the kind of massive investment the nation 
needs to reinvigorate its industrial base. Differential tax rates can influence the 
choice among investments, but there is no evidence that under the sorts of condi- 
tions that presently exist in the U.S. economy, such tax diange will result in a rise 
in overall investment. The obstacle to raising the rate of private investment is not 
the tax rate. 

Nor is the obstacle the cost of cc-^Itui. Since the mid-1980s, capital costs have 
been cut in half for U.S. businesses and there is now no difference between the cost 
of capital in Japan and the U.S. Still, the growth rate of U.S. business investment 
has been falling for four years. The most recent DRI-McGraw Hill capital spending 
survey concludes — again assuming a Spring recoveiy — that business mvestment as 
a share of GDP in 1994 will remain below where it was in 1990. 

Nor, at this point, is the migor obstacle to private investment the low UJS. savings 
rate. Under conditions of less than full employment, investment is not primaruv 
driven by the savings rate, but by expectations of profit from expanding sales, which 
are a function of overall growth. Moreover, without the prospect of rising sales, cap- 
ital is often diverted into asset speculation rather than in productive plant and 
equipment. This occurred in the 19808 when the corporate sector borrowed $1.3 tril- 
lion to 'Invest" in leverage buyouts, junk bonds, ana other forms of paper entrepre- 
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neurahip whidi left them weakened by a huge debt burden vrith no increase in pro- 
ductivity to show for it. 

This 18 not to deny that hi|^er saving would not be an important long-term fac- 
tor in accommodating hi|^er levels or investment once the economy is operating 
close to fiill capacity. But today, with the economy running rou^ly $250 billion 
below capacity, savings is not the problem. 

Businesspeo^le invest for two ftindamental reasons: 1) when th^ expect that the 
maiket for their product ¥rill expand, or 2) when they see opportunities to increase 
the efficiency of production. The reason why there ¥rill not be sufficient private in- 
vestment in the jLJ.S. economy in the short run is that the markets for American 
made goods are not expanding fast enou^. The reason why there will not be suffi- 
cient private investment in tne long run is that the rate of technological progress 
and innovation is below that of our competitors. 

Raising the rate of private investment will therefore require a comprehensive 
strategy aimed at both the demand and the supply side — ^in the short run, generat- 
ing customers and in the long run improving our ability to make better products 
more effidently. 

The immediate question is this: what can we do to stimulate the economy in the 
short run that will also help solve our longer term structural problems, regardless 
of who the current recession ends? 

The most sensible answer is a multiyear expansion of public investment in human 
capital, infrastructure, and civilian tcx^ology beginning now. Increased public in- 
vestment is not the only answer to our economic malacues. In the short term, we 
need more stimulative monetary policy. In the longer term, industrial, trade ana tax 
policies need to be improved. But under current circumstances, reversing the decline 
in the rate of public investment is the single most important step we can take to- 
ward restoring America's economic health — including raising the rate of private in- 
vestment. 

puBuc investment: long run benefits 

Today, the rate of public investment in both physical and human capital is clearly 
inadequate. Between 1950 and 1970, the civilian public physical capital stock grew 
at an annual rate of four percent. Since 1970 it has averaged 1.6 percent, reflecting 
substantially lower rates of growth at federal, state, ana local government levels. 
Again, while the U J3. was cutting bade on its public capital investment, our migor 
competitors have been increasing theirs at a higher rate. Japan, for exanwle, m- 
vested 5.1 percent of its GNP in public physical infrastructure between 1973 and 
1985, while the corresponding figure for the U.S. was 0.3 percent. 

Figure 5 shows the assoaation between productivity and infrastructure invest- 
ment among the group of seven advanced industrial countries. In the UJS., recent 
research suggests that each additional dollar of public infrastructure investment 
raises private investment by 45 cents. If, since 1970, the UJS. had maintained the 
1950s and 1960s share of GIVP for core infrastructure (roads, bridges, airports, 
water and sewer systems, etc.), productivity growth would have been 50 percent 
hi^er, the average profit rate would have been 22 percent hi|^er; and the rate of 
private investment would have increased by 19 percent. 

Returns to the nation from human capital investment are also hi|^. For example, 
we have solid evidence that: job performance rises with education and training; in 
the first two years after a worker is trained, his or her productivity rises four or 
Ave times faster than compensation; investing in lower class sizes substantially in- 
creases readinff and math scores; $1 invested in HeadStart saves $4 to $6 in spedal 
education, public assistance, and crime costs; and $1 invested in prenatal care saves 
$3.38 in care for low birth weis^t babies. 

The list of sudi benefits is long and the evidence is clear. Statistidans may quib- 
ble with the precise estimates, but we know the relationship between public invest- 
ment and long-term growth is positive and strong. 

In 1989, the Economic Policy Institute sponsored a public statement signed b^ 
over 325 economists, induding six Nobel Prize winners. It described grovring Pubhc 
Investment Defidt that 'Vill have a crippling effect on America's future competitive- 
ness." 

According to the economists: Just as business must continually reinvest in order 
to prosper, so must a nation. Hi^er productivity — the key to hi|^er living stand- 
arcuB — is a function of public, as well as private, investment. If America is to succeed 
in an increasingly competitive world, we must expand efforts to equip our diildren 
vrith better education and our workers with more advanced skills. We must assure 
that disadvantaged children arrive at school age healthy and alert. We must prevent 
drug abuse ana dropping out among teen-agers. We must fix our bridges and ex- 
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pand our airportt. We must accelerate the difiuaion of technology to email and me- 
dium eiied baaineee. 

Since then the dtuation haa aotten worae. 

Figare 6 ahowa the recent oecline in federal ipending for domeatic inveatment, 
and projecta the coming inveatment dedinea impued bv the cuirent budget agree- 
ment. Jne definition oiinveatment ueed ia narrow; it aoee not indude ipendi^ on 
health, houaing, environmental cleanup, and other areaa of social need whidi alao 
add to the nation'f economic ttrength. 

Statea and localitiea have not been able to pid( up the aladc. Education epending 
by atatea roae lomewhat during the IdSOa, but not enou^ to oompenaate for the 
federal cutbadu. Moreover, the increaaed state and local spending seems to have 
been leaa targeted on the disadvantaged, whoae needs for resources are greateat. At 
any rate, the UJ3. ended the decade spending prooortionally leaa on gradea K-12 
than ita midor international competitors. State and local spending for injfrastmcture 
actually deoined over the period, and there was virtually no effort to raiae atate and 
local spending for training and civilian R&D, whidi have traditionaUy been federal 
functioaa. ^^ 

A Burvnr by EFI of sector-by-sector needs last faU (see EPI Briefing Paper, In- 
creasing Public Investment.*) concluded that it would take a minimum of $60 liillion 
additional spending this year just to keep basic human and physical infirastructure 
from deteriorating ftirther. A more determined program to repair the damage ttom 
a decade of neglect and to begin doaing the imbik investment gap between our- 
selves and our trading partners would cost $126 billion annuaUy— rou^ily double 



our preeent epending leveL 

Ibeee numbers mmv weU tx 
that a quadrupling of public investment would be required to put the US' on a par 



Ibeee numbers mi^ weU be conservative. Economist Robert Heilbroner points out 



vrith the performance of Germany and Japan. This would rou^y equal the ahare 
of GNP devoted to sudi investment in the 1950s. 

Any lonff-term public investment program ahould not concentrate on investment 
projects of the paat. In fact, the point of an inveatment strategy is to sunport the 
economy of the ftiture. Thus, a transportation infi'astructure program should be 
aimed at the techndogv of the 21st centuiy, sudi as hi^ speed rail transportation, 
electric cara, automated hi^ways, vertical lift aircraft, etc. Not only would this pro- 
vide the nation with a more efficient way of moving people and merchandise, it 
would generate enormous mivate inveatment opportunities to devefep tedino- 
logically advanced American firms who can compete m world maiketa. 

PUBUC inybsttmbnt: shobt bun benefits 

Tlie current recearion is the ideal time to begin a public sector reinvestment jpro- 
gram. A fiacal stimulus is obviously needed to return the economy to the rate or ca- 
pacity utilization roiu^ly measured by an "offkial* unemployment rate of five per- 
cent that existed before the economy slowed down in 1989. The overhang of oebt 
and the finandal disarray caused by the polides of the last two administrations 
have renderod monetary policy too weak to stimulate a healthy recoveiy by itaelf. 
Neither we expect an export-boom to create the number of new joba needed. 

In addition to the inunediate pain and suffeiinff of unemployment and income 
loss, there are condderable long-term risks in permitting today's economy to remain 
atagnant or at low levels of ^wth. By shrinking the incomes of business, consum- 
ers, and govemmenta, receaaions deny business the prospect of sales, whidi is the 
most important stimulant to investment. Recessions also lower national savii^, re- 
ducing uie country's abiUty to finance investment. Bankruptcies and mass layofis 
abetter the oiiganization of people and skills that makes up the most important 
aaaet of a buainess firm. The longer a temporary recession lingers, the more perma- 
nent damage it doea. 

More money muat be apent somewhere in order for the economy to recover. Con- 
sumers arent spending because their incomes are stagnant, th^ fear for their joba 
and they are deep in debt. Buainess isnt investiiig because consumers arent spend- 
ing. Foreigners arent clamoring to buy our goods; indeed, when consumer bujfing 
recovers our trade balance wiU worsen. Financially strapped state and local govem- 
menta are cutting epending and raising taxes. This leaves the federal government 
aa the only potenuaf source of significant new spending. 

Takiiig this avera^ atimulus provided by government in post-war recessions as a 

Side, me preeent situation would justify an increase in spending of $60 to $60 bil- 
n, whidi is equal to rou^y one percent of GNP. 

Aa a macroecononic stimulus, increasing public spending is superior to cutting 
taxes for either business or middle class consumers. 
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Neither cuts in capitalffains taxes or an investment tax credit is likely to have 
much of an energizing eflect when demand is weak. In today's economy, firms are 
not generally inspired to invest because of changes in tax rates, but when they see 
customers— either business customers or consumers— coming in the door to buy 
their goods or services. 

Neither are middle class tax cuts the best way to restimulate immediate demand. 
Althou^ most of a permanent tax cut will be spent in the long run, the evidence 
is strong that the first year of either a permanent or temporaiy tax cut, most of 
the increase in disposable income (the economic models we work with suggest about 
66 percent) would be used to pay off debts or saved, and therefore not enter the 
spending stream. Thus, the stimulant is muted when it is most needed. Moreover, 
a substantial share of the induced spending that does occur would be siphoned oft 
in the purdiase of imports. 

Compared vrith tax cuts, increased {lublic domestic spending — primarily throu^ 
some form of emeigency revenue-sharing for state ana local sovemments — ^womd 
provide a faster, more potent stimulant. It would directly reemploy more people now 
out of work — ^not just in the public sector but in hard-hit sectors sudi as construc- 
tion as well. It would also have the added efiect of helping out financially crippled 
states and localities. Because public domestic spending works more powerful]^ on 
the economy, it would require a smaller increase in the deficit to actiieve a given 
stimulus than would a tax cut. 

The conventional objection to public spending as an anti-cyclical measure is that 
it takes too much time for the actual spending to materialize (projects must be de- 
signed, contracts awarded, etc.). But today state and local governments have sub- 
stantial numbers of ready-to-go projects that have been put on hold because of the 
recession-induced decline in tax receipts (construction projects abandoned, schools 
and trying centers shut down, infrastructure repairs planned but not completed). 
The fiscal squeeze has left states and cities with a capacity to absorb and (usburse 
fiinds ({uickly. 

A middle class tax cut is certainly justified on fairness grounds, snven the upward 
redistribution of income and wealth that occurred in the 1980s. But choices must 
be made. And it is important to understand that the fundamental income problems 
of this nation's working people are not rooted in tax policy. For example, only one- 
sixth of the 1977-90 redistribution of income from the bottom 80 percent of families 
to the top 20 percent was the result of tax dianges. The buDc of the problem of de- 
clining real wages and stagnant incomes lies in the fact that the economy is creating 
lower paying jobs. This in turn is a function of the slowdown in our productivity 
and the decline in our competitiveness. We cannot solve these more deep-seated 
problems without increasing mvestment in both the public and private sector. 

Likewise, a shift in business taxes to encourage a better allocation of capital to- 
ward longer term productive investment and to discourage short-term norizons 
makes sense. But this too should more properiy be done on a revenue-neutral or bet- 
ter yet, a revenue-generating basis. 

A PUBUC INVESTMENT STRATEGY FOR GROWTH 

Within the framework of the current budget agreement and the apparent rush to 
cut taxes, there is no way to avoid a furuier widening of the puDlic investment 
gap— which inevitably means a further deterioration in competitiveness and living 
standards. 

Over a five year period, raising annual public investment to the minimum $60 bil- 
lion required to keep us from falling further behind will cost rou^y $325 billion 
in current budget authority. 

Many have assumed that the peace dividend from cutbacks in military spending 
could be available to pay for much of it. Indeed, I have suggested in the past that 
it would make sense for the peace dividend to bo dedicatedas a public investment 
fund, which could be borrowed against now when the stimulus is needed and paid 
back in the out-^ears when the bulk of any peace dividend would be realized. But 
recent CBO estimates suggest that this may be a Utopian assumption. The hi|^ 
range of peace dividend proposals in the Congress seems to be roupily $150 billion 
in budget authority over five years. (See for example, proposals by Senators Sar- 
banes, Sasser and Kennedy). But under the current midget tngectoiy, rou^ily $140 
billion of that would be needed just to keep domestic discretionaiy spending--about 
one-third of which would fall into our conservative definition of investment — ^from 
falling further. This would leave only ten billion dollars over five years for addi- 
tionalinvestment. 

It would take a cut in militaiy spending considerably beyond that to generate sig- 
nificant revenues for investment. Even the large cuts suggested by John 
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Steinbraner of the Bnxikiiigt Institution, which come to $285 billion in current dol- 
lar budget authority over five years* would provide less than half of the funds need- 
ed for investment uter maintaining the level of current services for domestic discre- 
tionaiv spending. 

Unaouotedly, some savings can be made b^ cutting other domestic spending. But 
dnnestic discretionaiy spending has been sliced thin, and after almost 12 years of 
conservative government, there are not veiy manv cuttid>le programs that wouki 
yield large saving. In tenns of entitlements, the biggest program, social security, 
alreadv pays for itself and has the support of the overwhehning majority of Ameri- 
cans. Medicare and Medicaid are part of the problem of the overall neal& care i^ys- 
tem whidi must be completely overhauled just to prevent costs from ftirther drain- 
ingthe public treasury. 

Tims we must face the brutal fact that if we want to increase investment in the 
U J3. economy, ftinds will have to be borrowed or taxed— or both. 

Borrowing for capital investment— either directly or throu^ government guaran- 
tees—is as sensible for governments as it is for business or individuids. States, local- 
ities, and other nations typically operate with capital budgets which are separated 
out mm operating budgets. 

Unfortunately, the last decade's increase in the federal deficit did not reflect re- 
cent borrowing for investment, as evidenced by a deficit three times as large as the 
investment budget. Instead, it reflected borrowing to finance tax cuts for upper in- 
come taxpayers and increased military consumption. 

The current budget agreement between Congress and the White House further 
violates common sense budget policy, and makes a bad situation worse. By putUng 
a cap on discretionaiy domestic spending (the budget category containing puolic in- 
vestment) but permitting "off-budget" increases in spending for sudi purposes as the 
bail-out of the savings and loan insurance fund, the UJS. government is essentially 
borrowing to pay ofT past economic losses and forcing capital investment to conform 
to inadequate current revenues. 

Ahhou^ the UJS. government lacks a capital budget, it certainly could apply cap- 
ital budget principles to the spending dioices that it faces over the next few years. 

Sensible rules of both accounting and economics would suosest that the govern- 
ment should borrow for its investment programs in a time Uke the present when 
unemployment is Yof^ and the economy needs a net stimulus. But as the economy 
moves toward tall capacity and inflationaiy pressures develop, more of the invest- 
ment budget should be supported by taxes. 

As suggested, raising taxes is not appropriate when the economy is suffering from 
weak demand, as it is now. But over the bng run, hi^er taxes will be needed to 
support a sustained public investment program. Moreover, the UJS. as a whole is 
undertaxed. If the U.S. tax share were equal to the average share of OECD nations, 
we would be raising more than $400 billion in additions federal, state, and local 
government of that revenue. Under current proportions, 60 percent would be fed- 
eral. 

The solution to both the problem of financing and the need for a fiscal stimulus 
is for the federal government to borrow for a public investment agenda in the short 
run (rou^y the next two years) and, as the economy picks up speed and begins 
to move toward full capacity, shift to tax based financing. 

Figure 7a illustrates how the relationship miriit look over a five year period if 
we assume a peace dividend on the order of $150 billion in current dollar budget 
authority. The values have been translated into constant dollar outlays. 

New outlays would begin at the rate of $60 billion a year— the minimum needed 
to keep the nation firom adding to its investment ^ap. This is also approximately 
the average fiscal stimulus (1 percent of GNP) provided hy the federal oovemment 
in the Ian six recessions. This would imply an outlay of*^ about $36 billion in the 
remainder of fiscal year 1992. 

In order to accommodate the urgency for stimulus now, the initial $35 biUion 
would be spent in the form of emeigency seneral revenue-sharing to replace the fis- 
cal drag resulting ttom state and local cutbacks and tax increases. To avoid bureau- 
cratk slowdown, there should be minimal restrictions of how the mon^ could be 
spent. There is some risk that not all the money would be spent and not all that 
is spent would go for investment-type programs. But from what we know of the in- 
ventoiy of needts at the state and local level we can have some confidence that the 
bulk or the spending would go to bring back teachers to sdiool, reopen training cen- 
ters, and complete transportation and other public works projects that would raise 
the nation's longer term productivity and competitiveness. Even if there is 'leakage* 
to other programs, the spending would still counteract the current contractionary 
actions of the states and focalities. 



Digitized by 



Google 



8 

Hie investment budget far fiscal 1993 and thereafter would be more restricted 
and tai^eted by Congress and the Administration to assure that it is being spent 
for investment purposes. Requirements for local contributions would be strength- 
ened. 

Hie stimulus to spending would quicken economic growth beyond that now mo- 
jected by CBO and other forecasters. As the unemployment rate dropped and inous- 
tiy began to approach capacitv, it would then be appropriate to steadily raise tax 
revenues that would be dedicated to the investment spending. We would also expect 
that tax revenues would increase as a consequence of economic grovrth. This addi- 
tional revenue— referred to in Figure 7a as the "stimulus dividend*— could be used 
for investment or to begin to reduce the deficit in the outyears. (An additional incre- 
ment to long-term srowth resulting from the improvements to national economic 
productivitv nt>m public investment is not shown on Figure 7a). 

Figure To illustrates the plan assuming the larger peace dividend suggested by 
John Steinbruner. 

POSSIBLE OBJECTIONS— AND ANSWERS 

1. Wont this be inflationaiy and therefore "spook" capital maricets? 

There is no current inflationary threat to the economy. We are currently operating 
at a minimum of $250 billion below capacity. An injection of $60 billion mto the 
spending stream should have no more inflationary eifect than if consumers decided 
themselves to spend an equivalent amount — which Wall St would surely welcome. 
In fact, as indicated abeve, government spending will be less inflationary because 
it will tend to directly reemploy the unemployed rather than simply increasing the 
after-tax income of those who are already earning a paycheck. Moreover, over the 
longer run, public investments add to supply capacitv which helps resist inflation. 

'nie presumed eflect of a hic^er deficit on financial maricets is primarily a guess 
as to mat the Federal Reserve will do. Since the Fed has consistentlv overoompen- 
sated for inflation fears by keeping interest rates hi^, and has signaled that it will 
raise interest rates as soon as tl^ economy strenmiens a little, mariLet anxieties 
are understandable. But these anxieties are as mudi, or more, a forecast of Federal 
ReBorve interest rate policies as they are of future levels of inflation. If economic 
policy is paralyzed because Congress and the President are afraid that the Fed will 
cut off growth with hi^er rates, then the answer is not to delay the growth stimu- 
lus, it is for both Congress and the White House to have a heart-to-heart talk with 
Alan Greenspan. 

2. Why not wait until the budget deficit is eliminated before we increase public 
investment? 

According to the Congressional Budget Office, the deficit will still be 4 percent of 
GNP by the year 2002. The notion that we must first eliminate the federal deficit 
(or, as some would have it, wait for a bud^t surplus) before expanding public in- 
vestment thus condemns us to continued disinvestment in the public sector for the 
rest of the decade. The result will be further erosion in living standards and com- 
petitiveness. 

The economics of this polky are perverse. We aro told that public investment 
must wait for deficit reduction because of the need to expand national savings, 
whidi at some unspecified time in the future the private sector will use for invest- 
ment. But public investment is as crucial to the econonw as is private invertment. 
Moreover, unless we increase public investment, it is unlikely that our hopes for pri- 
vate investment will be realized, no matter what happens to the deficit. 

3. Wont this "crowd out* private investment? 

Fears that at some va^ely defiined time in the future jirivate investment will be 
"crowded out* by a relatively small increment to the national debt have little basis 
in economic analysis. Indeed, recent history shows little evidence of any crowding 
out effect. For example, interest rates have declined substantially over the last year 
in spite of a $100 billion rise in the federal deficit. The future vdU be determmed 
by what we invest today. Given our current and projected inadequate levels of 
growth, it is absurd to continue to deny the econon^ the investment for whidi it 
IS starred on the grounds that at some future time we may have too much invest- 
ment demand. 



Statement of Robert B. Reich, John F. Kennedy School of Government, 
Harvard Uniyerstty 

Mr. Chairman and membera or the committee, my name is Robert Reich. I teach 
political economy at Harvard's John F. Kennedy School of Government, and have 
authored a number of books on the American econon^. Before coming to Harvard 
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I aenwd m AadflUnt to the SoHdtor General in the Ford Adnunistration and aa Di- 
rector of the Federal Trade Commtaaion's PDlicy Planninir atafT. 

In the United Siatea, moat debate over economic poBcy poaea a dioioe between 
pabBc or private activity. All economic life ia divided between theae two aectora, 
with the ever-preaent adunonition that we not enlarge the public aide too much, lest 
we have inadequate reaouroea to inveat in our economic ftiture. 

But a more uaeibl, and more accurate, wav of underatanding the dioioe that lies 
ahead ia to divide the economnr diflerentJv. On the one hand are expenditures that 
merdy maintain our preaent Uving standards. These enenditurss are undertaken 
in both the private and the public sectors. On the other hand are expenditures that 
enhance the nation's future capadty to produce wealth. Tliese too are found in both 
public and private sectors of the econonnr. 

America's economic problem is not that jmbUc sector spending has cn>wded out 
private aector inveatment. It is that the nation has been spending too mudi to main- 
tain present livinfl standards, and too little to enhance its future capadty to produce 
wealth. This problem endemic to the private sector as well as the public aector. 

Hie nation s indehtednesa— private as well as public— would not be cause for 
alarm if the mon^ that was borrowed were applied to enhandng our future pro- 
ductivity. In the 19th centuiy, the United States was more deeply indebted to for- 
eigners, aa a percentage of our national product, than we are today. But a mater 
pmtion of those borrowings were invested— in factories and equipment, railroads, 
canals, telepaph Unas, roads and bridges — ^investments which enabled the economy 
to now mudi lunger, so that the nation could pay of its debt with relative ease. 

The same ana^is should apply to the federal budget defkit. I am not so much 
concerned that the Administration antidpates a defkit of $352 billion in fiscal year 
1993 as I am that the Administration plans to invest only $113 billion of that sum 
(according to one of OMB's spedal analyses contained m the budget document). 
That is to say, the Administration is planning to borrow $352 billion from future 

Snerations of Americans, but invest less than half that amount in future genera- 
ins of Americans. 

The federal government's investments have been dropping steadily aa a percent- 
age of gross national product. Spending on his^ways, oridges^and other transpor- 
tation and comnmnication systems fell from 1.14 percent of GNP in 1980 to .72 per- 
cent in 1991. Spending on eoucation fell from .51 percent to .31 percent. Nondefense 
researdi and development, from .42 percent to .28 percent. And so on. 

We need to be concerned about shimsh private investment as well, of course, but 
in the emerging gld^al economy pubuc investment is espedalW important. Global 
capital is nc2 yet perfectly mobile, but it is hi^ly mobile and becoming ever more 
80. If Americans want to attract global capital to the United States to create jobs 
here, the nation faces the same fundamental choice of methods as that faoea by 
other nations; We can either attract global capital by promising low wages and low 
costs of meeting environmental, safety, and other standards; or we can hire global 
capital by promising a hi^ly-skilled woridbrce and a world-dass infi-astructure of 
communications, energy, transportation, water and sewage systems — ^linking the 
woriLforoe together and ¥dih the rest of the world. Only the second method wul en- 
hance our standard of living. 

But a hii^ily-skilled woruorce and a world-class infrastructure require publk in- 
vestments. Many (althouc^ by no means all) of the benefits of a himly-skilled 
workforce and a world-dass imrastructure are public in the sense that mey are en- 
joyed broadly by a population; beneficiaries cannot easily be limited exclusively to 
individuals who may be willing to pay for these services for themselves. And there 
is also, of course, the issue of distributive Justice; even if we could create a private 
maiket in these services, manv Americans could not afford to purchase them. 

Hence, our dilemma. As feoeral investment dwindles, states and dties have been 
unable to fill the gap. State budgets are stretched thin. And many dties and town- 
ships with the most intractable sodal problems — whose dtizens are most in danger 
of sliding to third-world living standards in the emerging global economy — simply 
ladL the resources necessary to make up the difference. For example, while eveiy 
politician and business leader decries the state of American education, many Amer- 
ican schools actually have fewer resources now than they did five years ago. 

There is no easv solution to this dilemma. But we must at least understand its 
dimennons, and develop means to measure the eictent to which government is in- 
vesting (or failing to invest) in the nation's future. 

One place to begin would be to reorganize the federal budget, separating past obli- 
gations to a previous generatu)n of workers (Sodal Security, Medicare, other retire- 
ment programs) from expenditures to maintain our current standard of living (wel- 
fare, crimmal Justice, defense, etc.), and separating both of these categoriea from in- 
vestments in the ftiture capadties of Americans to generate wealth (roads, bridges. 
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education, training, etc.). Past obligations should he taken off budget and financed 
completely from trust funds. Present spending should be paid for cMirely out of cur- 
rent tax revenues. Future investments should be financed throu^ borrowing. 

This is but one small suggestion. I hope and expect that there will be a great deal 
of creative deliberation over how future budgets should be organized in order to 
bring borrowing into line with nublic investment, and current spending into line 
with current revenues. Ultimately, of course, it is the American people who must 
decide whether their children and their children's children are to live at least as 
well as we do today — and how much we are willing to sacrifice in order to ensure 
that they do. 

LEGISLATION WOULD DIRECT FUNDS 

Senator Lautenberg. Chairman Byrd, in his eloquent testimony 
before the Budget Committee several weeks a^^o, made a convincing 
case for increasing our investment in domestic pro-ams, such as 
transportation, and I look forward to having him join us a little 
later. 

We are facing tough times. People have lost their jobs and are 
afraid that they are not going to get them back. We need to take 
some bold measures to move our country out of the grip of this re- 
cession, €md to increase our productivity and competitiveness so we 
C€m retake the mcmtle as the world's leading economic power. 

We need a plan to put our people back to work. We need the wel- 
fare rolls reduced and the payrolls expcmded. We need those sala- 
ries circulating throue^ the economy as a stimulus and those tax 
revenues back in our Government coffers so that we can reduce the 
deficit. We need a fiscal package that is fast acting. We need one 
that not only eets people oack to work now, but one that also pays 
dividends in the future in the form of enhcmced productivity, eco- 
nomic growth, a higher stcmdard of living, and increased global 
competitiveness. 

I believe that this legislation would meet these tests by directing 
funds to needed infrastructure improvements, improvements that 
will enhcmce long-term productivity while creating jobs in an indus- 
try that has been devastated by the recession. Fimds would be pro- 
vided on condition that they could actually be obligated within the 
calendar year. 

In view of the difficult fincmcial situation in which most of our 
States find themselves, non-Federal matching requirements would 
be waived so that these funds could be put to work as quickly as 
possible. 

The $7.13 billion is targeted at specific programs. 

The sum of $2.5 billion would go for maintenance and repair of 
the Nation's highways and bridges. A recent report by the Depart- 
ment of Transportation shows clearly that the needs are there. 
Over 40 percent of the Nation's interstate highway svstem is in fair 
to poor condition. Thirty percent of the bridges in tne country are, 
according to DOT, either structurally deficient or functionally obso- 
lete. 

For trcmsit, there is $1.2 billion that includes $400 million for 
safety and efficiency improvements through t^e rail modernization 
program. $400 million for the acquisition of buses and railcars^ and 
%4(H) million to help transit agencies comply with the Americans 
With Disabilities Act and the Clean Air Act. 

The sum of $1.4 billion would be directed to the Airport Improve- 
ment Program. Of this, $400 million would be reserved for oiscre- 
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tionary projects at smaller airports where economic benefits can be 
felt veiy quicUy. An additional $1 billion would go to the FAA's Fa- 
cilities and Equipment Program. That pro-am funds important 
safety improvements such as radars, navigational aids, communica- 
tions, and other components of the air trdlic control system. 

A total of $900 million would go for maintenance, repair, and up- 
grade of our national rail system. 

Finally, $130 million would be provided for acquisition of Coast 
Guard helicopters. These helicopters are used for search and res- 
cue, as well as drug interdiction, and they are made here in Amer- 
ica. 

The benefits of this bill would be felt in every State. Over $160 
million in additional fiinds would be pumped into New Jersey's 
highway and transit programs. The rail lines cmd transit systems 
that are so essential to my State and its commuters will get safe 
and efficient uperades. And airports from Newark to Atlcmtic City 
will receive needed improvements. 

That is just one part of it The STARTUP Act of 1992 is not, cer- 
tainly, the entire answer to all of our economic woes. It is a pack- 
age of elective targeted funding that can produce significcmt bene- 
fits in the form of jobs, reduced unemplo3rment benefits, and a larg- 
er payroll. And it will help us attain the productivity benefits that 
we need in order to compete in an increasingly global economy. 

Today, we are goine to hear from leading economists who will de- 
scribe the benefits of investment in infrastructure. We will hear 
firom officials who will speak on their ability to spend this money 
in a rapid and productive wav, to benefit their localities as well as 
the national economy. We will hear from those responsible for put- 
ting the people and the money together to get work. And I look for- 
ward to everybody's testimony. 

[Clerk's note. — ^A copy of the bill and a list of the programs and 
the supplemental spending recommended for each program follow:] 

S. 2169 

Be U enacted by the Senate and House of Representatives of the United States of 
America in Congress tusembled, That the following sums are appropriated, out of 
any money in the Treasury not otherwise appropriated, for the nscal year ending 
September 30, 1992, and for other purposes, namely: 

DEPARTMENT OF TRANSPORTATION 

Federal Highway Adminiotrahon 

To expedite the maintenance and repair of the Nation's hi^ways and bridges, 
and to stimulate economic activiW, $2,500,000,000, to remain available until ex- 
pended, from the Hi^way Trust Fund: Provided, That of the amount appropriated, 
$1,000,000,000 ^llbe available for the Interstate maintenance program under sec- 
tion 119 of title 23, United States Code, $1,000,000,000 shall be available for the 
bridfle programs under section 144 of title 23, United SUtes Code, $500,000,000 
shall be available for liie surface transportation program under section 133 of title 
23, United States Code: Provided further. That such funds shall be exempt from any 
deduction under subsection (a) or (0 of section 104 of title 23, United States Code, 
and firom any limitation on obligations for Federal-aid hi^wavs and hic^wav safety 
construction projects: Provided further. That such funds shall be exempt from ro- 
guirements for any non-Federal share otherwise required under title 23, United 
States Code: Provided further, That such funds shall be obligated by the States by 
not later than September 30, 1992. 
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Fbdsral TRANsrr Administration 

To expand the capacity and efficiency of public transportation ^tems, expedite 
compliance with requirements under the Americans With Disabilities Act of 1990, 
the Clean Air Act, and the Act entitled "An Act to amend the Clean Air Act to pro- 
vide for attainment and maintenance of health protective national ambient air qual- 
ity standards, and for other purposes' (commonly known as the Clean Air Act 
Amendments of 1990), $1,200,000,000 to remain available until expended, from the 
Mass Transit Account of the Hi^^way Trust Fund: Provided, That, of the amount 

Erovided, $400,000,000 shall be available for rail modernization, $400,000,000 shall 
e available for acquisition of rolling stock and buses, $400,000,000 shall be avail- 
able to assist in the compliance with mandates of the Americans With Disabilities 
Act of 1990, the Clean ^r Act, and the Act entitled "An Act to amend the Clean 
Air Act to provide for attainment and maintenance of health protective national am- 
bient air qpiality standards, and for other purposes" (commonW known as the Clean 
Air Act Amenunents of 1990): Provided pirther. That such mnds shall be exempt 
fh>m reouirements for non-Federal matching funds otherwise required under the 
Federal Transit Act: Provided further, That such funds shall be obligated not later 
than September 30, 1992. 

FEDERAL AVIATION ADMINISTRATION 

AmpoRr Improvement Program 

To expand capacity, improve safety, and the efficiency of the national aviation sys- 
tem, $1,400,000,000 to remain avaUable until expended from the Au^port and Air- 
way Trust Fund, for additional Airport Improvement Program grants-in-aid as au- 
thorized under section 14 of Public Law 91-258, as amended: Provided, That not- 
withstanding any other provision of law, $400,000,000 shall be obligated for projects 
at the discretion of the Administrator of the Federal Aviation Administration for 
projects that enhance economic development at small hub and non-hub airports: 
Provided further. That such funds shall be obligated not later than September 30, 
1992. 

FACILmBS AND EQUIPMENT 

To in4>rove the safety and efficiency of the national aviation system, 
$1,000,000,000 to remain available until expended from the Airport and Airway 
Trust Fund, under the heading of Facilities and Ekjuipment: Provided, That not- 
withstanding any other provision of law, sudi funds shall be obligated for projects 
at the discretion of the Administrator of the Federal Aviation Administration: Pro- 
vided further. That such funds shall be obligated not later than September 30, 1992. 

FEDERAL RAILROAD ADMINISTRATION 

Northeast Corridor Improvement Program 

For necessaiy expenses related to Northeast Corridor improvements authorized by 
title Vn of the Railread Revitalization and Regulatory Reform Act of 1976, as 
amended (45 UJS.C. 851 et sea.) and the Rail Safety Improvement Act of 1988, 
$450,000,000 to remain available until expended: Provided, That such funds shall 
be obligated not later than September 30, 1992. 

Grants to the National Railroad Passenger Corporation 

To enable the Secretary of Transportation to make grants to the National Rail- 
road Passenger Corporation for capital improvements, $460,000,000, to remain 
available until expended: Provided, That such funds shall be obligated not later 
than September 30, 1992. 

UNITED STATES COAST GUARD 

ACQUISmON, CONSTTRUCTION AND IMPROVEMENTS 

For necessaiy expenses for the acquisition of new aircraft, including equipment 
related thereto, $130,000,000, to remain available until September 30, 1994: Pro- 
vided, That sudi funds shall be obligated not later than September 30, 1992. 
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8HOVrTITLB 

Sac. 2. This Act may bo died m the "iSappleiiiental Transportation Appropriap 
tiona BcunrMtment To Upgrade Productivity (Siui-Up) Act of 1992". 



S. 21B9-~Fiaeal Ytar 1992 TransportaUan AppropriaUona Economic SUmulua 
Supplemental Appropriiuiong Bill 

Hi^ways: 

Intantate maintenance $1,000,000,000 

Bridie pragram .• 1,000,000,000 

SuHace transportation program 600,000,000 

Total 2.500,000.000 

Airport Improvement Program: Of which $400,000,000 shall be for 
mscretionaiy grants to enhance economic development at small 
airpOTts 1,400,000,000 

FAA facilities and equipment: Tower, runway upgrades 1.000.000.000 

Transit: 

Rail modernization 400,000,000 

AcquisiUon of rolling stock and busses 400,000,000 

Complianoe with Americans With Disabilities Act and Clean 
Air Act. 400,000,000 

Total 1.200.000.000 

Northeast conidor improvement project: For necessary improve- 
ments 460,000,000 

Amtrak capital: For capital improvements 450,000,000 

Coast Guard acquisition: For slrcraft 130,000,000 

Total 7,130,000,000 

STATEMENT OF SENATOR MOYNIHAN 

Senator Lautenberg. I welcome Senator Kasten. I would ask. 
Bob, that, if you have an opening statement, you might hold off a 
few minutes, since Senator Moynincm is part of a Finance Commit- 
tee review. I am not sure how I identify the program, a stimulus 
program. 

Senator Hasten. The Question is how is Senator Moynihan goine 
to vote when he goes to mat I would be happy to yield to my menu 
from New Yoik, absolutelv. 

Senator Lautenberg. Senator Moynihan. 

Senator Moynihan. You are very kind, Mr. Chairmcm, Senator 
Kasten. I have a statement, sir, I would like to place in the record, 
which is almost wholly a statement of praise for your new legisla- 
tion, which I happen to be honored to be one of the cosponsors, and 
to urge you to go forward with as you will. 

Senator Lautenberg. It will be placed in the record. 

Senator Moynihan. I would just like to offer you a few thoughts. 
You are going to hear more on this matter, which is I do not think 
the administeation believes anything you are saying. And I do not 
think thev believe most anything they are saying. 

Somewhere or other in uie course of one-half of a century — and. 
Bob, vou have to forgive me on this — one-half of a century or more 
that Began with the outrage over the public works programs of the 
New Deal, that are sunk into that sublayer of conservatism, the 
idea that public works were a form of public waste and display. 
And it just got to the point where it was one of those prejudices 
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which, like most real prejudices, people are not aware of. And if 
asked if that is what you think they would say well certainly not 

And yet how are you to explain tne behavior on the nig^t of the 
State of the Union Address. The President spoke with great enthu- 
siasm about our Surface Transportation Act, which you, sir, were 
coauthor and contributed distinctive revisions to. The President 
said our new transportation bill provides more them $150 billion for 
construction and maintenance projects vital to our growth and 
well-being, to make jobs building roads, building bridges, jobs 
building railways, and the next morning cut the appropriation in 
half in nis budget. 

In collaboration with the Office of Management and Budget, our 
CBO, which has the same mindset, found an absolute technicality 
that no mature person would pay any heed to, and said that will 
cost you $3.5 billion, bang, as if they had fooled the Congress. 
These are our civil servants, the people that work for us, they say 
gotcha. 

I do not know where this comes from. I think it is partly that 
rhetorical tradition, partly the failure of imagination in public 
works in the last 40 years, when it has been dominated by the 
automobile. From the 1950's and the General Motors era — ^which I 
do not object to, I object to their not understanding that people 
might object to it. It is a formula for ending up losing $4 billion 
a year. 

GM ended up, Monday — when the Secretary of Defense said 
what is good for General Motors is good for America in 1956, he 
set himself on the glidepath that ended up with a $4.4 billion loss 
that he announced on Monday. But this became a completely auto- 
mobile culture which could not sustain itself, and it begem to be re- 
alized those people were not doing a very good job. 

When trcmsportation came to us, sir, with a bill this year — ^we 
had cmnounced 4 years ago, as you all remember, that uie inter- 
state and defense nighway prc^am era was over. What did they 
say, the new bill womd be a different program? What did they do? 
They sent us another interstate highway bill and could not believe 
that we thought we would get something else. 

We asked Dr. Baskin, chairman of tne council, what had been 
the productivity growth in trcmsportation in the past, the rate of 
growth. And on April 18, 1991, a year ago. Dr. Boskin wrote to us 
and said that in the view of the council output per hour in the 
transportation sector, broadly defined, rose at only 0.2 percent — ^I 
am sorry, 0.02 percent cmnually from 1979 to 1988. Now that is a 
medieval rate, tnat doubles every 350 years. 

So the economists had said these people are economic losers and 
the political minds said these people are economic radicals, and 
when you combine these two tilings you get an absolute disinclina- 
tion to do any of this. I am 16 years, now, in the Senate, and I rec- 
ognize that mindset down there. And all I can say is, it sometimes 
helps to bring up the level of consciousness. There mav be some- 
body from the administration here today, they will not know what 
I am talking about, and I did not know what was going on. 

It took a long while to psych this out. When you combine the 
thought that this is politically bad for you and economically bad for 
you, then it will not happen. And what the administration wants 
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to do, they did put out a report on this bill, but hy and large their 
advance notice was that it is what we did, forget it, and they would 
bring up such lame propositions as pork barrel and so forth. You 
know, there is nothing wrong with pork barrel. It was a techno- 
logical revolution. It meant you can have food and meat in winter. 
When it happened the refrigerator began to replace the icebox. 

But still, the Wall Street Journal, a week after our bill passed, 
devoted a mil editorial page to it and said, my God in heaven, what 
have th^ done. This is legislation, wow. But it did not get read, 
they do not read in the Department of Transportation, andthey se- 
lectively read editorials in the Office of Management and Budget 

So having praised the bill for doine what we said we would not 
do, the President said building roads, building bridges, building 
railroads. We did not say building roads. We said we ouilt enou|^ 
roads, get some more product out of it. He did not get that. Any- 
wav, the next momine he cut the budget in half anjrway. 

And what they will do to you, sir, I do not know. But I would 
make the point, for example, you are particularly interested in rail, 
rapid rail, intelligent vehicle highways, bringing technology to a 
svstem. You know that an automobile is a good 19th century ma- 
cnine. An internal combustion engine was exhibited in Vienna on 
the dav that Grcmt took Richmond, cmd it still looks pretty much 
like it looked then. 

Bringing something new is what change is about. Change is al- 
ways resisted because it is, as Schumpeter said, a creative destruc- 
tion. Here in this issue is my last point, a scientific American pas- 
sage on our bill, sir. And it says with respect to maglev, the legisla- 
tion would give the United States a last-ditch chcmce to prevent vet 
another domestically nurtured technology from being ceded to for- 
eign competitors. 

So all we want to do is get into the 20th century, which we 
helped create. Down there in the administrative brcmcn they think 
you are stuck way back there. They do not understand what we are 
trying to do. You are very good at persuading people, and some- 
times by banging them on the head to get their attention. I thcmk 
you for putting in this bill. I am honored to be a cosponsor. Thank 
you. Senator Kasten. 

Senator Lautenberg. Thank you. Senator Moynihan. As I said, 
you have a way with words, and all of us enjoy it because woven 
into the humor and the whimsy is a deadly serious proposal for 
how we change things in our society that have been sitting stone 
dead for such a lone time. One mcm's pork, it is said, is another 
person's bacon, and oringing home the bacon is not a bad idea. I 
euess it cuts up the pig one way or the other, but bacon seems to 
be more appetizing. 

PREPARED STATEMENT 

Thank you very much, Senator Moynihan. We know you have 
other things to do. We appreciate your comments this morning. As 
usual, it was stimulating. We will insert your complete statement 
in the record. 

[The statement follows:] 
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Statbmbnt of Senator Daniel Patrick Moynihan 

Mr. Chairman, as the members of the Subcommittee know. Senator Lautenbeig 
had proposed that we provide for $7 billion in Federal spending on transportation 
this fiscal year over and above what has been appropriated to date. I suppoot this 
proposal, and am, in fact, a cos^nsor of it. 

It would be well to place tins in the context of other proposals that have been 
made, specifically the President's budget request for fiscal year 1993. which would 
go precisely in the other direction. Here I quote from the State of the Union addross 
ffiven on January 29: to]ur new transiwrtation bill provides more than $160 billion 
for construction and maintenance prqjects that are vital to our growlii and well 
being. This means jobs building roads, jobs building bridges, and jobs building rail- 
ways." 

What the President said with regard to funding is true — ^we authorized the ex- 
penditure of more than $153 billion for surface transportation projects in the hkUsr- 
modal Surface Transportation Efficiency Act of 1991. Of this amount, almost $140 
billion is Trust Fund mon^, paid by users. 

This was the President's pledge on a Tuesday ni^t, but by Wednesdav morning 
when the budget documents arrived, we could see that it would not be Kept. Alto- 
gether, the actaiinistration's fiscal year 1993 budget falls $3.6 billion short of the au- 
tnorization we have provided for surface transportation programs — $1.4 billion short 



for hi^ways and $2.2 billion short for transit. In one day, |153 billion became $149 
billion. Ana what will happen in fiscal year 1994? And 1995? 

The proposal that Senator Lautenbeig and I have put forward goes in a different 
direction. Rather than backing off of Federal investment in pubuc woriu^ we seek 
to strengthen it. During our consideration of the 1991 transportation bill, I con- 
tacted Dr. Michael Boskin, Chairman of the President's Council of Economic Advi- 
sors, and asked him about productivity growth in the transportation sector. He re- 
sponded: 'X>utput per hour m the transportation sector broadly defined rose at only 
0.2 percent annually from 1979 to 1988. 

During the same period productivitv in the manufacturing sector grew at 6 per- 
cent per year. The contrast is incredible, A growth rate of 6 percent per year douoles 
in 12 jfears. If the whole economy were to grow at such a rate, living standards 
would increase five-fold in the course of a sm^e generation. A grewlii rate of 0J2 
percent per year takes 350 years to double— roughly 12 generations. 

It stands to reason that we cannot have a wond dass econon^ if we must depend 
on a surface transportation sector that is growing at a medieval rate. 

The first thing that must be dope to remedy this situation is to commit resources 
to the problem. The 1991 transportation bill — ^the largest public woiks bill in the 
history of the country— does this. The proposal being oebated here today would do 
more yet. But this is not the only thing that is needed. 

In order for investment to yield real benefits, mon^ must be used wisely. This 
has not always been the case with Federal investments in transportation. Honey 
has been misspent on unnecessaiy hic^ways and under-utilized transit systems 
alike. Waste knows no ideology. 

On this subject I would like to make one more point about the State of the Union 
message. The President spoke of. . . jobs building roads, jobs building bridges, and 
jobs building railwa^rs." Couldnt he have said 'Rebuilding* instead of nbuilding?^ For 
the last 5 years we in the Committee on Environment and Public Woriu have been 
saying that the 1991 transportation bill would be different. And it is. 

The Interstate era has oeen brouc^t to a close, and the nation's transportation 
policy will follow new principles. No more wiU our creed be "build, build, biuld". The 
Declaration of Policy m our bill reads in part: The National Intermodal TVanspor- 
tation Slystem must be operated and maintained with insistent attention to the con- 
cepts of innovation, competition, energy efficient, productivity growth, and aooount- 
abllity. Practices that resulted in the lengthy and overly costly construction of the 
Interstate and Defense Hic^way System must he confronted and ceased." 

Our rallying cr^ has been '^e have poured enoucrh concrete." The President's 
speech writers evidently did not hear us. I hope the Department of Transportation 
has. 

The proposal we are discussing today contains $2.5 billion in new lii^way" 
funds. Under the new surface transportation act, however, this is no longer just for 
hifi^ways. Two-thirds of these funcu are available for most any suHaoe transpor- 
tation project or program. The decision is up to the States and the Cities. In some 
States, what has oeen liif^way" money will continue to be. In other States, thingi 
will change. P^riiaps not ru^t away, but someday surely. 

And the Department of Transportation has a role as well. Our bill included sub- 
stantial provisions relating to general transportation research. Intelligent Vehicle 
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Hii^waySyitema, ICa^ev, and nibber-modified asphalt. We have created a new Bu- 
reau of Traneportation Statiatice. All of these are things that the Department can 
either make woik or not. 

If thcnr are made to work, the States and localities that make the actual transpor- 
tatk>n aedaions will have new information, new tedinotogy, and new insjpiratton at 
their dispoaaL If these programs languislL change will come stowly if at all. 

In sum, I endorse the proposal before the Subcommittee, and urge pronqyt action. 

STATEBfiBNT OF SENATOR KASTEN 

Senator Lautenberg. Senator Kasten. 

Senator Hasten. Mr. Chairman, thank yoiL Very briefly. I look 
forward to the testimony of our witnesses uiis momine on S. 2169, 
the Supplemental Appropriations Reinvestment to Upgrade Pro- 
ductivity Act of 1992. This bill which you introduced about 1 monUi 
ago is designed to attack two pressing needs that this country 
faces, the economic hardships of many of our citizens, and also the 
deteriorating state of our transportation infrastructure. 

Iliese are problems that all of us are concerned about, and which 
many of us nave been working on. I think, Mr. Chairman, in no 
place more than in this Trcmsportation Appropriations Sub- 
committee have we been working on it successfully, and that is due 
to you. The critical question in all of these plans on both the lobs 
and the infrastructure investment fronts, however, is where aoes 
the money come from? 

The last thing that our economy needs ri^t now are increased 
tax burdens. If we are counting on providing jobs and the resources 
to help those without jobs, we have to be careful in this arena. If 
we are spending; down the trust funds, for example, that is very ap- 
propriate. I believe that S. 2169 is more responsible in this regard 
than the rou^^ly $10 billion measure that I understand has been 
introduced by Congressmcm Rowe. 

He apparently feels that we can somehow find funding, I guess, 
according to a quote of his, in the same place that we get money 
for other programs, but that has been laying it on the backs of our 
children. Finally, I would hope that the States and localities would 
continue on with the projects that are now in the pipeline. But I 
wonder if there might not be a slowdown in the current projects, 
and thus in hiring, if the prospect of 100 percent funding is out 
there, and possibly just a couple of months away. So, Mr. Chair- 
man, there is the balcmcing act that is nothing new to you or to 
those of us on this committee. 

I have enjoyed working with you as we have increased the level 
of funding on a number of the important functions under the juris- 
diction of this subcommittee. This bill before us is a jobs bill. This 
bill can have almost an immediate effect, and I think that is impor- 
tant. 

The tax legislation that Senator Moynihcm is going to work on 
rig^t now, may or ma^ not have an effect. But I think we can be 
sure that it is not gomg to have an effect in the next 6 months, 
or in the next 9 months. This bill, if we could pass it, or legislation 
like this, can make an immediate difference, so it can have an im- 
mediate effect €md that is what we need. 

Finally, this bill has the long-term beneficial effect, not only of 
creating jobs and creating wealui for working Americcms but, more 
importantly, making a contribution to the infrastructure of Amer- 
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ica which both you and the Senator from New York, Mr. Moynihan, 
referred to in terms of a deteriorating infrastructure. 

So, once amin, you have shown your leadership and the hearing 
today should help us better understand the possibilities, and the 
realities, of legislation such as S. 2169, and I look forward to the 
testimony. 

Senator Lautenberg. Thank you very much. Senator Kasten. I 
too enjoy our chance to work together, and I hope that in your 
unique position, that you will be able to encourage the administra- 
tion to join us in this. This is really designed to, as I said, have 
a double purpose. One is to kick the job opportunities into momen- 
tum, and provide the long-term benefits that this country so des- 
perately needs. You have been a long-time advocate of transpor- 
tation mvestment, particularly as it cSfects Wisconsin, whether it 
is in aviation or rail. 

I know vou are interested in Amtrak, so that we are pleased to 
have you nere, cmd would encourage, again, your active participa- 
tion. Since you raised the question about the match requirements, 
one of the conditions of this bill is that these funds that become 
obligated have to be able to be expended in the short term. I diink 
we are talking about a 2-year cycle, so this is immediate in its 
startup, €md uie benefits diat will result would be seen and felt 
very, very quickly. So we are attempting to encourage the States 
to make a commitment, although they do not have to put up the 
funding initially — to make the commitment to join in, and we are 
trying to induce them to do that. So we thank you very much. 
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INTRODUCTION OF WITNESSES 

Senator Lautenberg. We are pleased now to have two panelists, 
Dr. Roger Brinner, executive research director from DRI^cGraw- 
Hill, and I particularly want to thank Dr. Brinner. He spends a lot 
of time in Washington. I assume that suits your firm's objectives, 
Dr. Brinner, but we are grateful that you have made yourself avail- 
able on such short notice and so skillfully in the times that we 
have had to work together. So we appreciate the fact that once 
again you have extended yourself and jomed us. 

Dr. Mudge, we are happv to have you here this morning. I have 
heard many good things about your work. I have had a cncmce to 
read some of the things that you have written. We look forward to 
hearing from both of you. We do have kind of a traditional guide- 
line in this subcommittee, because we have a full pcmel. We would 
ask you to summarize your remarks, if you can, into about a 5- 
minute segment. We will put your full statement in the record. I 
will first call on Dr. Brinner. 

STATEMENT OP ROGER E. BRINNER 

Dr. Brinner. Thcmk you. Senator Lautenberg. It is a pleasure to 
be here to support this legislation. I support it because I believe it 
will give us snort and long run help, both of which we need. Today, 
the economv definitely still does need help. The brief recovery that 
we had stalled out in the winter as the crisis of confidence spread, 
and fear of a renewed recession have just prolonged agonizingly 
slow growth and really stems, I believe, from continued structural 
problems, rather than from any newly emerging cyclical issue. 
Therefore, I am pleased that your reaction is one of addressing; bed- 
rock issues, and not just any attempt to fill a temporary gap m na- 
tional spending. 

I applaud the support of the shifl of Federal priorities from pub- 
lic ana private consumption to investment. Many gap-filling actions 
such as an income tax cut for the middle class would breed cyni- 
cism, not confidence. Some gap filline is in order, because the cur- 
rent gloom reflects people's sneer (uscouragement with job pros- 
CIS) 
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pects. I look at your program as buying an insurance policy that 
this recoveiy that I expect to occur this spring will be sustained. 
I think that the emphasis of getting the spendmg accomplished in 
1992 and 1993 is well targeted. 

The trcmsportation proiects have the important virtue of adding 
to current demand, as well as to future supply potential to add iobs 
immediately, while buildine a long-term economic capacity and re- 
ducing costs. Specifically. I believe that the legislation increasing 
Federal outlavs bv sUghtly more them $7 billion during the next 2 
years would, by the end of the current year, result in over 50,000 
more Americans being employed. By the end of 1993, the gain 
would rise to 125,000 or 130,000. The stronger impact in 1993 re- 
flects the probable concentration of about two-thifds of the direct 
outlays in the second calendar year, and the positive feedback of 
the initial 1992 outlays on other sectors of the economy. 

Senator Kasten, I address the Federal deficit issue also. The Fed- 
eral budget deficit would certainlv be larger if you pursue this pol- 
icy and ao not make cuts elsewnere, but let us not overestimate 
this impact. I have testified many times, during the past decade, 
about deficits. I certainly have established credentials as being one 
who thinks they are very detrimental, but in an economy in reces- 
sion, a countercyclical stimulus partially pays for itself through 
higher tax collections from stronger income, and throu£^ lower un- 
emplo3rment benefits. 

For fiscal years 1992 through 1994, transportation spending 
would be increased bv $7.1 billion, but the national debt, not the 
annual deficit, but tne cumulative increase in the national debt 
would probably on the order to $3 to $3.5 billion as a result of this 
program. Equally important, the Nation would be making an in- 
vestment to pay future dividends in terms of reduced costs for the 
private sector. A personal tax cut is far inferior to this program. 
I have not given you specific numbers, but I think it is important 
that you get a good conceptual feeling for the differences between 
the investment program and a pure personal tax cut. 

The immediate stimulus of direct transportation spending to jobs 
is probably twice as great as that of a tax cut. There are long-run 
benefits, and almost all of the purchased transportation goods and 
services will be domestically produced. We do not import a lot of 
airport runways, or highways, or anything else that is in a trans- 
portation bill. In contrast, probably one-third of any personal tax 
cut would not be spent at all by consumers. No iob creation. One- 
third would be spent on foreign goods, and one-tnird on U.S. prod- 
ucts. 

Finally, on a trivial fraction of the added spending flowing from 
a tax cut would provide any long-run benefits to the Nation. We 
urgently need to chcmnel a higher proportion of public funds to 
public investment, and I include a broad range there of health, 
education, science, and advcmced infrastructures. Like business ex- 
ecutives. Cabinet secretaries must be challenged to fund these hy 
eliminating administrative or low-priority expenses elsewhere in 
their medium-rcmge budgets durinc^ the next 4 years. 

I believe there is no real peace dividend. We did not pay for the 
military buildup. We borrowed to pay for it, so as we reduce mili- 
tary spending, I think we do have to direct most of those savings 
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to deficit reduction. Before our collective ddi>t binge of the 1980*8, 
additional borrowing would have been appropriate to fund public 
investment, but the oorrowing has already taken place, paying for 
the personal tax cuts of 1981 and 1986, and the expenmture pro- 
grams that were not sized to fit our revenues. 

The 1980*8 borrowing must fincmce the investments of the 1990*8. 
Only if this balance can be obtained can the American living stand- 
ards rise at the attractive rates of the 1960*8. Tliank you veiy 
much. 

PREPARED STATEMENT 

Senator Lautenberg. Thcmk you very much, Dr. Brinner. Your 
complete statement will be made part of the record. 
[Tne statement follows:] 

Statbhbnt op Dr. Roobr E. Brinnbr 

The economy still needs help. A definite, albeit half-speed, recovery last spring 
and summer stalled as a crisis of confidence spread through the economy. Fear of 
a second recession stems from continued structural problems, rather than any 
newly-emerging cyclical issue. Policy reactions, therefore, must address bedrock is- 
sues and not just attempt to fill a temporary gap in national spending. Specifically, 
federal priorities must snift finom public and private consumption to investment. 

Many gap-filling actions — such as an income tax cut for the "middle class* — will 
breed cynicism, not confidence, in the American public and in global financial mar- 
kets. Some ffap-filling is in order, however, because the current gloom reflects peo- 
ple's sheer mscouragement ¥dth job prospects. 

Another mild rebound is to be expected this spring and summer, propelled by fa- 
vorable household and business reactions to lower mterest rates. But another re- 
lapse in late 1992 or 1993 is a genuine risk. Therefore, I strongly recommend that 
you buy some insurance for a sustained recovery, and that you lobby the Federal 
Reserve and the Treasury to buy some insurance as well. 

In December testimony to the House Budget Committee, I made several specific 
proposals along these lines. Today, my remarks are focused on expanded outlays for 
transportation projects. 

Hie proposed *OTARTUP* legislation to accelerate and expand federal infi'astruc- 
ture spenoing definitely meets the UJS. econom/s short- and long-run needs. Prop- 
er^ taivetea transportation proiects add to current demand ana to future supply 
potential. Th^ add jobs immediately while building long-term economic capacity 
and redudnff costs. 

This legislation would increase federal outlays by slightly more than $7 billion 
durinff toe next two years. I estimate that by the end of the current year over 
60,000 more Americans would be employed as a direct and indirect result of these 
initiatives; l^ the end of 1993, this gam would rise to 125 or 130.000. The stronger 
impact in 1993 reflects the probable concentration of about two-tnirds of the direct 
ouuays in the second calendar year and the positive feedback of the initial 1992 out- 
lays on other sectors of the economv. 

llie federal budget deficit would be laiger if you pursue this policy and do not 
make cuts elsewhere, but you should not overestimate this impact. In an economy 
in recession, a counter-cyclical stimulus partially pays for itself throu^ hi^er tax 
collections from stronger income and throu^ lower unemployment benefits. For fis- 
cal years 1992 throu^ 1994, transportation spending would be increased by $7.1 
billion, but the national debt would probably nse by only $3-3.5 billion as a result 
of this proflTam. Equally important, the nation would be making an investment 
which woum pay future divioends in terms of reduced costs for the private sector. 

A personal tax cut is far inferior to this program. The immediate stimulus of di- 
rect transportation spending to jobs is probably twice as mat as that of a tax cut. 
Tliere are long-run benefits of lower costs and greater proauctivity which are almost 
totally absent from a tax cut. And finally, almost all of^the purchased transportation 
floods and services will be domestically provided. In contrast, probably a third of a 
uix cut would not be spent at all bv consumers (thus creating no jobs), a third would 
be spent on foreign goods, and a third on UJS. products. Finally, only a trivial fi*ac- 
tion of the addea spending flowing from a tax cut would provide any long-run bene- 
fits to the nation. 
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We uraently need to channel a hi^^er proportion of public funds to public invest- 
ment in nealth, education, science, and advanced infrastructures. Like business ex- 
ecutives, cabinet secretaries must be challenged to fund these by eliminating admin- 
istrative or low priority expenses elsewhere in their medium-range budgets during 
the next four years. 

There is no real peace dividend. Before our collective debt binge of the 1980s, ad- 
ditional borrowing would have been appropriate to fund public investment. But the 
borrowing has already taken place, paying for the personal tax cuts of 1^1 and 
1986 anof the expenditure programs that were not sized to fit our revenues. The 
1980s borrowing must finance the investments of the 1990s. Only if this balance can 
be obtained can American living standards rise at the attractive rates of the 1960s. 

TABLE 1. -ECONOMIC BENEFITS OF ADDITIONAL TRANSPORTATION PROJECT 

SPENDING-^PENDING STIMULUS 

[In mjlfions of dolars] 





Ctknimym— 




1982 1903 




2,400 4.700 


National GDP gain 


3.300 10.300 




' Aasumas alljnds ^)snt in drat 2 catandar yMTS. 

EMPLOYMENT GAINS 

[In mifions of dolars] 




¥•«-«»- 




1992 1903 



Constmction 14,000 27,000 

OttiBf » 38,000 101,000 

Total 52.000 128,000 



Jobs per biion dollars spent 22.000 27,000 

TABLE 2.-ESTIMATED BUDGET IMPACTS OF ADDITIONAL TRANSPORTATION 

PROJECT SPENDING 

[In mHfions of dolars] 

FiKalyMr— 



1992 1993 



Direct Federal spending! 

Federal projects 

State-locai projects 

Subtotal 

Economic feedback: 

HlghBr Federal tax receipts 

Lower unemployment benefits 

But higher interest costs 

Net deficit increase 750 1,850 700 

STATEMENT OF RICHARD R. MUDGE 

Senator Lautenberg. Dr. Mudge, we invite you now to give your 
testimony. 

Dr. MuDGE. Good mominj|, Mr. Chairmcm and members of the 
subcommittee. My name is Dr. Richard Mudge. I am the president 
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of Apogee Research, a public works consulting firm that specializes 
in economics, finance, and policy research, ^or to foiinoing Apo- 
gee, I served as chief of the rubfic Investment Unit of the Congres- 
sional Budget Office. While Apogee's clients include a wide range 
of interests and organizations, my comments today represent my 
own personal views. 

Very simply, public works have been popular as areas of public 
investment in time of economic slowdown. There are good reasons 
for this, and my testimonv today discusses these reasons, as well 
as some of the economic forces Uiat could reduce these impacts. I 
also have some brief comments on options that could increase the 
near-term job impacts of the recently passed ISTEA Act. 

Public works projects such as those in S. 2169 have two types of 
economic impacts. First, they create jobs as the protects are built, 
and second, they improve the overall strength of tne economy as 
they serve private industry over their useful lives, lives that are 
measured in decades. This two for the price of one is a very key 
fact, and something which makes transportation investments dif- 
ferent than other forms of public investment. 

Very simply, it is easy to mess up in trying to fine-tune the econ- 
omy, but in the case of transportation, the investments are long 
term and so significant that there is very little risk of doing lone- 
term damage to the economy. In terms of short-term impacts, pub- 
lic spending on highways, airports, rail, and port facilities gen- 
erates short-term jobs through construction workers and other di- 
rect expenditures. 

This direct increase in employment will in turn have indirect ef- 
fects on the output on employment and industries that provide 
labor, materials, services, and other inputs. A national input-out- 
put model of the U.S. economy shows that in the case of^ invest- 
ment in a new highway, only about 25 percent of the economic im- 
pact from new construction expenditures will be absorbed by the 
constructicm industry itself. The remaining three-fourths of the im- 
pact will be spread throughout the economy in manufacturing, 
services, and otner nonconstruction industries. 

This is important. It shows that spending on transportation will 
have a profound effect throughout the entire economy. In a recent 
study, we found that $1 billion in Federal outlays for highways 
woula generate roughly 40,000 jobs in all economic sectors com- 
bined. There are three potential risks that these jobs will not mate- 
rialize, however. First, limited capacity within the construction in- 
dustry could mean that increased spending would be soaked up by 
hic^er inflation. 

Given the current weakness in the construction industrv in gen- 
eral, housing in particular, this problem appears unlikely in the 
near term. Second, State and local governments may not have ade- 
quate funds to provide the non-Federal match. This problem is very 
real, but the proposed legislation does not require such a match. 
Third. State and local governments may not have projects ade- 
quately far along in the planning process so that construction can 
b^n quickly. 

Speakers on the next few panels should be able to address this 
issue more directly than I can. There is the possibility, however, 
that State and local governments will obligate the funds in this leg- 
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islation before the funding provided by the new ISTEA Act This 
would make it much more difficult to assess the true impact of this 
le^slation on jobs. 

The next section of my testimony summarizes work by Dr. David 
Aschauer, and Dr. Alicia Munnel on the long-term economic value 
of transportation and improving the productivity of the private sec- 
tor. In addition, to show that this work is not purely academic, we 
have collected a number of case studies of real firms in the reid 
world as to how they have been able to have mcgor productivity 
gains due to transportation improvements. 

In looking at these case studies, and there is a sample of them 
attached in my testimony, we find several maior findings. First, 
there is a clear interaction between high technology and transpor- 
tation. Electronic communication plays just as important a role in 
an effective supply chain as does the timeW movement of goods. In- 
deed, the case studies show the private firms have already taken 
tiie lead in using technology to maximize the grains from improved 
transportation. Given this fact, I find it very interesting the new 
ISTEA Act encourages things like IVHS and maglev, I find a very 
nice counterpart to what the private sector is already doing. 

Second, the success stories show a chain reaction type of effect 
that links transport improvements to a series of productivity gains 
that can even anect the structure of how firms do business. For ex- 
ample, in addition to cost saving, just in time inventory systems 
improve quality and make it easier for the firm to react to market 
forces. These m turn generate new sales, and make greater cost 
savings possible. 

I would also like to very briefly mention a couple of things that 
could be done within the current ISTEA framework to improve the 
short-term job impact. The ISTEA Act allows States to waive the 
Federal match during 1992 and 1993, if the State does not have 
the funds available. In return, the State must be wilUnc; to repay 
the Federal Government by 1994, or to have its future Federal ap- 
portionments reduced as compensation. 

While the language in the act appears to allow State DOTs to 
waive the match as projects are obligated, I believe that the Fed- 
eral Highway Administration plans to limit the match waiver to 
those projects that are far enough along to actualljr receive Federid 
cash reimbursement. This difference is very significant, reducing 
some 80 percent of the potential short-term gain. This limitation is 
particularly disturbing since one obvious use of these waived funds 
would be to provide the seed capital for State transportation banks, 
one of several financial innovations permitted under the new act 

One of the more innovative portions of the new act also allows 
States to convert Federal highway funds to loans for toll facilities. 
The loan repayments can then be used to fund other projects. The 
language in this section is somewhat unclear. It appears to limit 
the repaid funds only to the support of additional toll facilities of 
the same hrpe as the one originally used for, an unusual limitation 
given the flexibility encouraged by the rest of the act. 

State and local governments would have much more flexibility if 
they could use the repaid funds for any projects eligible within title 
XXIII. Thank you very much for the opportunity to testify today. 
I would be happy to respond to any questions. 
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PREPARED STATEKIENT 

Senator Lautenberg. Thank you very much, Dr. Mudge. We 
have your complete statement and it will be inserted in the record. 
[The statement follows:] 

Statbmbnt of Dr. Richard R. Mudgb 

CSood morning Mr. Chairman and members of the subcommittee, my name is Dr. 
Ridiard Bfadge. I am President of Apogee Research, a public works consulting firm 
that spedafiies in economics, finance, and policy reaearoi. Prior to founding Aposee, 
I served as Chief of the Puboc Investment Unit of the Congressional Budget Omce. 

Apogee's clients include a wide range of interests and oiganizations, but my com- 
ments today represent my own personal views. 

Public woriLS nave long been popular as areas of public investment in times of eco- 
nomic slowdown. There are good reasons for this, and my testimony today will dis- 
cuss these reasons as well as some of the economic forces that can reduce these im- 
pacts. I wiU also comment on some options that could increase the near-term job 
umpacts of the recently passed Intermodal Surface Transportation Efficiency Act 

Public woiks prqjects such as those in S. 2169 can have two types of economic 
impacts. First, tney create jobs as the projects are built, and second they can im- 
prove the overall strength of the economv as they serve private industry over their 
useful lives— lives that are measured in decades. 

SHORT-TERM IMPACTS 

Public spending to construct a new hi^way. airport, rail, or port facility gen- 
erates short-term jobs throu^ construction workers ana other direct expenditures. 
This direct increase in employment will in turn have indirect effects on the output 
and employment in industries that provide labor, materials, services and other in- 
puts. 

A national input-output model of the U.S. economy shows that in the case of in- 
vestment in a new hifi^wav, only 25 percent of the economic impact from new con- 
struction will be absorbed by the construction industry itself. The remaining three- 
fourths of the impact will be spread throu^out the economy in manufacturing, 
services, and other non-construction industries. Therefore, while initial expenditures 
in public works will have a dramatic elTect on the construction industiy, they also 
will have pjrofound effects througfiout the economy. In a recent studv, we found that 
$1 billion in Federal outlays for hi^ways would generate over 40,000 jobs in all 
economic sectors combined. Other studies find impacts that approach 50,000 jobs for 
each billion dollars invested. 

There are three potential risks that these iobs will not materialize. First, limited 
capacity within the construction industry could mean that increased spending would 
be soaked up by hi^er inflation. Given the current weakness in the construction 
industry in general--housing in particular— this problem appears unlikely in the 
near term. 

Second, state and local governments may not have adequate funds to provide the 
non-federal match. This problem is very real, but the proposed legislation does not 
require a non-federal match. 

Third, state and local governments may not have projects adequately far along in 
the planning process so that construction can begin quicklv. Speakers in the next 
panel should be able to address this issue more directly tnan I can. There is the 
possibility, however, that state and local governments would obligate the funds in 
this legislation before the funding provided by the new ISTEA. This would make it 
much more difficult to assess the true impact of this legislation on jobs. 

LONG-TERM IMPACTS^ 

Less than one percent of the nation's economic resources (0.75 percent) are in- 
vested in transportation each year, about half that of just 25 years ago. Recent find- 
ings show that it is probably not a coincidence that the nation's rate of growth in 
productivity has been cut in half at about the same time that the level oi national 
resources devoted to investment in infrastructure has dropped sharply. Indeed, re- 



^ Apogee Research, Inc., Transportation: Key to a Better Future, (Washington, DC: American 
Association of State Highway Transportation Officials, 1990). 
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versing the recent national trend toward disinvestment in public worics appears 
likely to help solve far broader economic problems. 

Transportation affects our dailv lives more than almost any other public service. 
It detennines how we get to work and where we live; it affects the cost of what we 
buy and the profitability of our local businesses; it makes it possible to compete in 
world maikets just as it provides access to products from distant points; it is a 
migor force in our quality of life, making it easier to visit friends and to ei^oy lei- 
sure activities. 

Good transportation obviously has more lasting importance as well. This link be- 
tween transportation and future economic strength was most obvious in earlier 
times when shippins lanes, post roads, and canals connected the odonies. Later in 
the 19th Century, tne transcontinentcQ railroads became a conscious nationid tool 
used to speed the development of the West. 

In the 20th century, a national and regional netwoik of roads and bridges became 
the leading force for economic growth. Starting more than 70 years ago, the federal 
government, in partnership witn the states, built a hi^-quahty national road sys- 
tem. The Interstate system of expressways was long seen as the crowning gloiy of 
that network. Of course, today's transport system is more than just roads and 
bridges. It includes an inter-connected netwoik of airports and control towers, urban 
mass transit, inter-city railroads, and ports and harbors. 

But transportation is not just a tool for opening up new regions for economic de- 
velopment. Indeed, an effective transport system may play an even more critical eco- 
nomic role in a modem, time-sensitive economy than it did 100 years ago. 

Economic productivity is more than a watchword for the UJS. Given the limited 
extent of new natural resources to be discovered and exploited and the predictable 
growth in our available labor force, productivity remains the one key determinant 
of economic growth that we can influence. It also provides a yardstick to measure 
our success relative to that of our miyor economic competitors. 

Not only has the rate of U.S. productivity growth fallen in recent years, it remains 
low relative to our major competitors. For example, between 1965 and 1985, Japan 
achieved a labor productivity growth rate in excess of 3 percent per year and West 
Germany's labor productivity grew at an annual rate of more than 2 percent while 
the U.S. has lagged at close to one percent. 

While the statistical results vary depending on data used and specific assump- 
tions, the effect is strong, with each one percent increase in public capital stock imr 
proving overall national productivity by between 0.15 percent and 0.35 percent. 

Dr. David Asdiauer finds that each one percent increase in the nation's capital 
stodc should raise the rate of return to private capital by about one-tenth of^one 
percent. At current rates, a one-tenth of a percent increase in profit rates translates 
into more than $4 billion a year in profits. This, in turn, means hi^er private sec- 
tor investment in plant and equipmentr— one of the classic ways to improve pro- 
ductivity. Over time, this same increase in public investment will stimulate private 
investment in plant and equipment, having the net effect of raising the national in- 
vestment rate by a substantial amount. 

Even at the state and local level, where economic gains can be disbursed throu^ 
neighboring states, Dr. Alicia Munnel finds that each additional dollar of public cap- 
ital stimulates private investment by 45 cents. Her research also shows that pro- 
ductivity is not an abstract concept, with an additional $1,000 per capita in infira- 
structure assets adding rou^ly 0.2 percent to the average annual rate of employ- 
ment growth— or about 230,000 new jobs per year. 

Such an increase in public investment raises the growth rate of labor productivi^ 
directly by allowing the available private capital stock to be utilized more em- 
ciently — and indirectly by promoting private investment, makinff more private cap- 
ital available per worker. Tne effect on productivity is substantial. 

CASE STUDIES 

The basic idea linking infrastructure and private economic activity is simple. An 
adequate and well maintained public stock of infrastructure capital is essential to 
the profitable and efficient production and distribution of private sector goods and 
services. 

As with our daily lives, business decisions are continually influenced by the na- 
ture and quality of^available transportation services. Improved transportation facili- 
ties, however, often act as a catalyst in business decisions, allowing and encouraging 
firms to change their internal operations to take advantage of new production ana 
maiketing opportunities. These changes have effects well beyond the loading dtxk 
and influence now firms organize their production activities. 
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Finns today operate in a complex economy, with suppliers and markets disbursed 
throu^iout the country and even the world. Corporate decisions regarding location, 
capital investment, production methods, relationships with suppliers and customers, 
and overall organization must be based on the constant need to improve profit- 
ability. 

Underlying these decisions are concerns with costs, production efficiency, labor 
productivity, and market demand. Transport changes aifTect eadi of these factors, 
not just thorn associated with the obvious concerns with reduced transport costs. 
Thus, transportation has leverage throu^out the firm, creating a cascaae of bene- 
fits to the firm, its customers, its employees, and its suppliers. 

Tlw following table provides a summary of a sample of case studies developed by 
Apogee for FHwA and for AASHTO. A brief review of these examples, reveals three 
migor findings: 
— First, there is a clear interaction between hi^ technolo^^ and transportation. 
Electronic communication plays just as important a role in an eflective supply 
diain as does the timely movement of goods. Indeed, the case studies show that 
private firms have already taken the lead in using technology to maximize the 
gains from improved transportation; 
—Second, the success stories show a chain-reaction type of effect that links trans- 
port improvements to a series of productivity ffams that can even affect the 
structure of how firms do business. For example, in addition to cost savings, 
just-in-time inventory systems improve quality and make it easier for the firm 
to react to market forces. These, in turn, generate new sales and make greater 
cost savings possible. 
— ^Third, a large number of examples have been identified in a relatively short pe- 
nod of time. ITiese cover most miyor industries, every region of the country, and 
all modes of transportation. This result provides considerable promise that the 
relationship between transportation and productivity is robust and widespread. 
Some caveats need to be mentioned. It is important to pick projects that are in 
demand. Like a tree falling in the forest with no one arouno, transportation capacity 
added where there are no travellers provides a topic for debate (and even rioicule) 
but has little tangle value. Given our nation's more than two decades of declining 
spending on pubhc works, there are, I believe, numerous useful projects for invest- 
ment. Nonetheless, the history of public works includes many examples of projects 
selected for political impact rather than economic and social value. 

OTHER OPTIONS 

The new ISTEA act offers the potential for a dramatic chjB^agc in how we plan and 
build our nation's ^und transportation systems. While ISTEA increases the level 
of funding, the migor changes m this act are its encouragement of new financial 
tools, new technologies and new decision-making strategies. These changes are ex- 
citing in their potential. 

SUMMARY OF CASE STUDIES OF THE LINK BETWEEN TRANSPORTATION AND 
ECONOMIC PRODUCTIVITY 

Nun* of caM «udy Indwty Type o( produdMty •lict 

Koley'8 Medial Supply. Inc.. Omaha. Wholesale Productivity improvements achieved by their hospital 

NE. dotribution. customers through stodtless purchasirH) depend on 

good tramportation access. 

Coca-Cola Midwest. Eagan, MN Soft drink High quality highways facilitate the use of roing waie- 

houses, creatir)g productivity gun by reducing 
product handling costs and allowing the eimination 
of remote warehouses. 

James River Corp., Berlin. NH Paper Improvements to Route 115 increased transportation 

reiiabiiity and encouraged more carriers to come to 
the plant, allowing the plant to increase production 
and operate more efficiently. 

Campbel Soup Co., Camden, NJ Food Higher pfoductivity achieved through JIT deiveries by 

suppliers depends on reliable transportation. 

Dole Fresh Fruit. Wimington. DE Food Improved access roads to the Port of Wilmington im- 
proved truck traffic flow to port facilities, leading to 
mora effective operations at their banana importing 
terminal. 
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SUMMARY OF CASE STUDIES OF THE LINK BETWEEN TRANSPORTATION AND 
ECONOMIC PRODUCTIVITY-Continued 

Nun* of caM «udy IndMty Typt of 



I MilB. Dftkon, GA Caipel „ An effective hiotrany netivork he^ make the ootn- 

parry more oompetftive and fadlaiae labor aoo^ 
from adjiacent communities. 

R.D. Werner Co.. Mercer County. PA .„ Metal parts Relocation of Stale Route 4017 alowed mom efficient 

organization of production and also «■ aftw ex- 
pansion of planL 

General Motors Corp. Auto Production system tnsed on JfT shipping of compo- 
nents sukMlantially increased dependence on effec- 
tive highway transportalioa 

Xerox Corp., Rochester. NY Copier The Irterstate highway network fKfltaies nsliorwide 

shipping of its product t>y long haul tmddng from a 
single manufacturing sits. 

Hewlett Packard, Pak> Ako, CA Computer Because of high housing costs, employees must com- 
mute tonger distances making good highways es- 
sential for labor access. 

Digital Equipment Corp.. MA and NH ... Computer An effective transportation network between their 

headquarters in MA and NH. alowed ocet-eiectiwB 
expansion into NH. 

Wal-Mart Stores, inc.. Benlonvile. AR .. Discount retai Productivity gains and improved customer sen^ 

achieved through its quick response program are 
facitaled by the Interstate Highway nelworit. 

Federal Express, Ltd.. Memphis, TN Small package Good ground access to airports is essential to effidert 

operation of its Iwb and spoke" system. 

Bank of Boston, Canton. MA Finandai Construction of Route 128 and aoceee to oommuter 

ran alowed itte t)ank to increase sffictervy bf tocat- 
ng its t)ack office activities away from the kMrk 
headquarters in downtown Boston. 

As with any complex new legislation, considerable ooniiision surrounds the new 
act. I believe there are a number of areas where a few clarifying conmients by the 
Congress can speed-up the job creation potential of ISTEA. 

The ISTEA act allows states to waive the federal match during 1992 and 1993 
if the state does not have funds available. In return the state must be willing to 
repay the federal government bv 1994 or to have its future federal apportionments 
reduced as compensation. While the language in the act appears to allow state 
DOTs to waive the match as projects aro obflgated^ I believe that FHWA plans to 
limit the match waiver to those projects that are far enou^ along to actually re- 
ceive federal cash reimbursement. This difTerenoe is significant, reducing some 80 
percent of the potential short-term gain. This limitation is particularly oisturbinff 
since one obvious use for these waived funds would be to provide the seed capital 
for state transportation banks — one of several financial innovations permitted under 
the new act. 

One of the more innovative portions of the new act allows states to convert federal 
hi^wav funds to loans for toil facilities. The loan repayments can then be used to 
fund otner projects. The language in this section is somewhat unclear. It appears 
to limit the repaid funds only to the support of additional toll facilities of the same 
type as the one originally used for — an unusual limitation given the flexibility en- 
couraged by the rest of the act. State and local government would have mudi great- 
er flexibility if they could use the repaid loan for any projects eligible with Title 23. 
A oollo<my clarifying the intent of Congress on this matter might help provide 
FHWA oirection as it prepares regulations. 

Thank you for the opportunity to testify today. I would be happy to respond to 
any questions. 

ECONOMIC BENEFITS OF TRANSPORTATION INVESTMENT 

Senator Lautenberg. We are joined here by my colleague and 
friend, Senator Domenici from New Mexico. 

Pete, did you want to make an opening statement before we go 
on? 
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Senator Domenici. No, I think not, Mr. Chairman. I know you 
are short on time. I will wait for some questions. 

Senator Lautenberg. I thank vou. 

Gentlemen, I and others would like to see an overall shift in Fed- 
eral investment policv awajr from the defense spending. 

I was interested, Roger, in your statement fux>ut the peace divi- 
dend. We did not put Uie money in there, we borrowed the money. 
And if we can reduce borrowing, I guess uiat counts. But it is hard 
to identify exactly how you grab that peace dividend and put it 
someplace else. But obviously, we are going to have to find sources 
for investments such as the one we are talking about 

Vital domestic programs can be easily enumerated and we can 
develop a long list Transportation is simply one component, though 
I think it is a very important component of domestic programming, 
and even as a piece of the larger international picture, as well. 

This bill provides very focused spending. We talk generally about 
infirastructure, which does include other, in my view, very worth- 
while things: sewage construction, waste water treatment plants, et 
cetera. But the STARTUP bill provides funds to invest in transpor- 
tation infrastructure, specifically. So, in your judgment, and I think 
you have said it but I just want to be sure that the record reflects 
it very clearly, is investment in transportation infrastructure the 
one that can provide the quickest, most effective boost in the econ- 
omv? 

Dr. Brinner. In my testimonv, I compared the infrastructure 
spending to a tax cut. And I tried to make the point that you know 
you are spending the money in creating jobs, because you are 
spendinc; the money. You are not just giving income and cash to 
somebo^ else and prajrine that thev spend it on domestically pro- 
duced goods. So there is that very large and obvious unequivocal 
benefit to spending. 

The question you are asking, I think, is a little more narrowly 
focused. And that is, among possible Federal spending initiatives, 
how do you rank infirastructure? And I certainly do share the testi- 
mony of a witness here, that this is a priority that has been ne- 
glected. It is one that meshes well with other private sector invest- 
ments to raise national productivity growth in the long run. So yes, 
I think it is a hidi-priority item. 

Dr. MUDGE. If I can, Senator, it is hard to say whether this is 
the best way to have short-term job impacts. There may be other 
programs or other ways of spending money that are as good in 
terms of having short-term job impacts. But the key to transpor- 
tation is it also provides long-term benefits. 

And if you had to pick one area of Federal spending that will 
have the greatest impact, long-term impact, on the strength of the 
private sector, you would have to pick transportation. 

Senator Lautenberg. Obviously, I have a bias toward transpor- 
tation. And I guess the question was so framed that it was hard 
to say no. But one of the questions that we are constantly faced 
with is, why this supplemental appropriation— can we afTord extra 
spending? There are all kinds of concerns about tinkering and fid- 
dling to force a recovery. Let the natural forces flow. 

But we have seen enough by way of study that confirms the judg- 
ment, expressed by many here, that transportation: (A) has the ca- 
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pacity to influence our future very significantly; (B) has a work 
force out there that is underutilized and can get to work imme- 
diately; and (C) has a number of projects that have already passed 
the test of need that are sitting on the shelf. 

When we talk about functionally obsolete bridges, you do not 
have to be a transportation genius to know when you see potholes 
or delays or inadequate highways, either by virtue of their initial 
construction or deterioration. So^ one of the questions that is asked 
is, what is the impact of spending these extra funds? DRI, in the 
person of Dr. Brinner, says that we will get almost 2-for-l return 
on investment in terms of gross domestic product [GDP]. Dr. 
Mudge, do you have any view of what the impact might be? Do you 
or your organization have any studies? 

Dr. MUDGE. We do much more simple models — ^probably much 
cruder and therefore probably less accurate. And we would end up 
with a slightly higher number than that. Maybe more like 3 to 1. 
But I suspect that because DRI has much more complex, and there- 
fore much more accurate, econometric models that it is better to be 
conservative. But I think the 2-for-l is cert€unly on the low end of 
the range. 

Senator Lautenberg. How does this rate of return compare to 
other types of Government spending? 

Dr. Brinner. In terms of^the job impact, you will find that al- 
most any spending program will give you between a IVz and a 2V^ 
to 1. So this is ngnt uiere with the other Federal spending pro- 
grams. 

If you have a tax cut, that is in the 1 to IV2 GDP gain for tax 
dollar given up range. There is a difference that shows up in every 
study. 

The Congressional Budget Office for years had its multiplier 
model, which was intendeato be a summary — a consensus of many 
different models. And they all come to the conclusion that because 
there is no immediate leakage in Government spending, as there 
is on private consumption spending supported by a tax cut, you do 
get a bigger multiplier effect. 

So if you are trying to decide how to spend scarce tax dollars — 
whether it is a tax cut or an expenditure program like this — ^it is 
pretty easy to feel comfortable that you are going to get more jobs 
gained through an expenditure program than a tax cut. 

Senator Lautenberg. We are joined here by our friend and col- 
league, the distinguished chairman of the Appropriations Commit- 
tee, who has such a keen interest in infrastructure investment that 
it brings a little bit more light onto the subject when he arrives in 
the room. 

We will turn to the chairman in just a couple of minutes, after 
we hear momentarily from Senator Domenici. 

Senator Domenici, as I think all of you know, is someone very 
well informed on matters of budget. He was chairman of the Budg- 
et Committee, is the ranking member on the Budget Committee, 
and has some very specific views on things. 

IMPACTS ON the DEFICIT 

I am sorry, Pete, that you were not here when Senator Kasten 
asked the question about the impact on the deficit. Dr. Brinner's 
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response and his testiinony— you will have a chance to talk to him 
about that 

Just to confirm it for the benefit of the panel here, would you 
mind. Dr. Brinner, just recounting your views on the deficit impact 
of this spending? 

Dr. Brinner. On table 2 in mv statement, I have a summary of 
the way the direct spending would stimulate the economy and then 
produce some offsetting benefits. Over the 3 fiscal years, you see 
I indicate that $7.1 billion would be spent. In the previous table, 
I indicated the GDP gain. And then I translate that in table 2 into 
hifi^er tax receipts. 

So let us take fiscal 1993 as an example. I assume that $4.6 bil- 
lion of new spending would take place aurin£ that fiscal year, and 
the GDP gain that comes out of that would oe on the order of $8 
to $9 billion. Which would produce higher Federal tax receipts of 
at least $2.5 billion. 

We would have lower unemplovment benefits of almost $0.5 bil- 
lion. But I do recognize that with the larger deficit that has been 
created, we would have higher interest pa3rments. So that is an off- 
set 

And the net effect I get for fiscal 1993 is that the deficit would 
onlv be increased by $1.85 billion. And when you are in recession 
and you have the opportunity to stimulate the economy with extra 
Federal spending, you can get some extra tax dollars. 

If we were stiTl m the situation of an unemplo3rment rate of SVa 
percent, like we were for much of the late 1980's, I would not give 
you such estimates, because then I would expect that the Federal 
Reserve would fight any additional stimulus with higher interest 
rates. 

Thev would try and keep the GNP path right where it would 
have been in the absence of the program, and so you woidd have 
a deficit increase about the size of the spending increase. But that 
is not the case, as we find ourselves today. 

JOBS CREATION PROJECTIONS 

Senator Lautenberg. In your projection, Dr. Brinner, vou gave 
us an estimate that, during the course of the supplemental expend- 
iture of $7.1 billion, we could see as many as 180,000 person-years 
of work. Dr. Mudge gives a much more optimistic estimate of some 
40,000 to 50,000 per $1 billion spent. 

Dr. Brinner. I have looked into the source of differences of that, 
because in fact my firm had used input/output models in the past, 
and came up with estimates that were in the 40,000 to 50,000 
range per dollar spent. 

And I have discovered that the difference between this estimate 
and input/output based estimates is that when you move a sluggish 
economy to a higher CTowth path, you do get productivity gains. 
You use people more effectively. 

And so part of the extra output is accomplished just by using 
people more effective^. And it is that short nm productivity boost 
that explains the difl^rence in a 30,000 rather tiian a 40,000 job 
gain per $1 billion spent. That is the difference here. 

Senator Lautenberg. Did you want to comment? 
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Dr. MUDGE. I suspect that may be part of the difference. And 
part of the difference also is input/output tends to trace the jobs 
through the economy — ^traces the money through the economy a 
few more times than would show up in most big econometric mod- 
els. And there is a lot of variation around them. One of the prob- 
lems with input-output is it is an older — the data is always a bit 
out of date. I certainly would feel comfortable with 40,000 jobs per 
billion. 

Senator Lautenberg. We are talking about kind of a bottomline 
figure of 180,000 person-years, and perhaps something significantly 
more — ^maybe 50 percent more, or something of that nature. Con- 
cerns have always been raised about previous economic packap;- 
ing— that the money was not really spent quickly enough and did 
not provide the timely boost that was intended. 

NARROW TARGETING OF FUNDS 

My bill seeks to avoid those problems by very specific focus as 
to where those funds go. It directs funds to maintenance and repair 
projects, ready-to-go construction programs, rather than those that 
need lengthy environmental reviews and long-term engineering 
studies. 

What do you see as a result of this narrow targeting? Do you 
support die notion that these funds can be absorbed quickly and 
that we can get the activity going that we would like to see? 

Dr. Brinner. I think you can feel a degree of confidence in that 
It relates not only to the terms of the bill, but to the state of fi- 
nance of local and State government. 

Again, if we were in a situation where State governments were 
enjoying their traditional surpluses and were not so strapped — ^if 
you give them $1, they might save $1 by collecting less taxes. But 
right now, I think they are happy to turn around and spend addi- 
tional funds that are brought to them to add to employment in 
their States. 

So I think that the terms of your bill, plus the state of the econ- 
omy — ^I mean, it is very likely these funds will create jobs. 

Senator Lautenberg. The question arises, are there enough 
projects sitting on the shelf ready to go, so that the employment 
of these funds can be very quick? The Conference of Mayors and 
various transportation agencies suggest that. Are you aware of the 
facts? Are there projects Kind of sitting on the shelf, waiting to go? 
You are both active in infrastructure studies. 

Dr. MuDGE. I think it very much depends on the area that you 
are looking at. I think the fact that the program is spread across 
quite a few different modes helps a lot. The fact that you are trying 
to target the money toward small to medium-size projects helps a 
lot. 

The real major thing to remember is that for the last two dec- 
ades we have been disinvesting. So it is not as if we are trying to 
add a little bit of money on top of a hu^e amount of spending. We 
are at a valley. And that increases the likelihood that these funds 
could be spent. My guess is, if you go through your areas of spend- 
ing, some areas are more likely to able to spend the money faster 
than others. 
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WAIVING LOCAL BAATCH REQUmEBCENT 

Senator Lautenberg. Last, for me, we discussed the fact that 
there would be a waiver of State and local match if required by the 
States. And we had some fairly extensive comment in your testi- 
monv. Does that help, again, to get these projects moving very 
quickly? Are the States prepared to identify the programs that th^ 
are ready to go with? 

Dr. Brinner. I think so. My feeling from Massachusetts is that 
there have been so many programs that have been canceled for 
lack of funds, lack of match, or lack of their own funds. And I a^pree 
with Dr. Muoge that by spreading your $7.1 bilUon across a variety 
types of projects, you are not going to overload the system. 

Dr. MUDGE. I also think, without the waiver of uie non-Federal 
match, you would find this proeram used by only a small number 
of States. And they would prooably be the States that probably 
would benefit the least 

COMMENTS AND QUESTIONS FROM SENATOR DOMENICI 

Senator Lautenberg. Senator Domenici. 

Senator Domenici. Mr. Chairman, ttiank you very much. I might 
say to Senator Byrd that I am pleased that you are here. I do not 
choose to raise all the issues that surround the question of the 
peace dividend and the like. We will do that another day. 

But let me siiggest that the notion we should budget based upon 
modeling of refiows that are generated by impacts of policies is 
very interesting;. However, you should know we do not do it. So, for 
starters, this bill — ^and I am not against infrastructure — ^is approxi- 
mately $7 billion in terms of adding to the deficit. That is iust the 
way we do things here. And consequently, we would have all kinds 
of problems in terms of whether it tits or not. 

Might I suggest that the fact tliat we do not consider refiows is 
not totally unreasonable. I think you would agree with that, be- 
cause you could take each piece of the Federal budget, $100 million 
for the Job Corps, for example, and look at it independent of other 
initiatives. Independently, each $1 spent may be offset by $1 in 
revenues generated by economic activity, 1 to 1. In this way, it does 
not cost anything in the budget. 

But if you add up enough of them, they can end up raising the 
deficit, because there is a reflow expectation, and it somehow or 
other is not achieved. So, with this limitation in mind I think it is 
nice to consider what effect economists think one expenditure 
might have relatie to another out there in the marketplace. I look 
at your testimony in that regard, and I think it is helpful. 

Let me make a couple of observations, and then ask you a ques- 
tion. First, I am concerned about infrastructure — ^probably as con- 
cerned as Senator Byrd. but I cannot speak of it as eloquently. 

What I am worried about is that, when we want to spend monev 
on infrastructure, we never find a way to do as much as we think 
we are doing, other than in the highway bill. I mean, clearly, that 
is all directed at infrastructure. And frankly, we ougnt to be very, 
very pleased that Senators and House members got the highway 
bill through. It would have been nice if it was 1 year ago. It would 
have been better perhaps. 
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But I am worried about other infrastructure. Let me tell ^ou 
what I think is the limiting effect for American growth — ^pollution. 
I think there is a lot of environmental infrastructure that we do 
not know how to pay for. 

We have cities and counties and States that have no way of pay- 
ing for what we have ordered them to do by way of environmental 
cleanup. Everything from landfills to clean water, sewer cleanup, 
all kinds. And frankly, I think we ought to set about a way to help 
them, Mr. Chairman. I do not know that we can pay for it. 

But I think we ou£^t to come to our senses and give that kind 
of expenditure by local government some kind of priority. And I 
submit that we ought to let them issue tax-free bonds, just like we 
do for other kinds of improvements. There is nothing more impor- 
tant. 

We ought to have an environmental bonding authority for local 
communities and clear it through our tax laws, so there is an incre- 
mental difference on that interest. And we probably will get many 
billions of dollars flowing into those projects. And we ouent to per- 
mit partnerships with the private sector on those local kinds of 
cleanups. 

Mv recollection, and I have to say to the two economists, I did 
not bring the document, but my recollection is that a study of the 
U.S. Government's efforts to stimulate growth and ameliorate a re- 
cession through public works projects, shows that they have been 
dismal failures. The timeliness of the injection of resources into the 
economy has, for the most part, been after the recession was over. 

I think that for the most significant efforts, it turned out that 
way. The money being appropriated comes into the marketplace 
after about 18 months — after the American economy has come out 
of a hole and economic growth is up. 

I believe. Dr. Brinner, you are projecting that economic growth 
will be 3 percent next year. I think that you may be somewhat opti- 
mistic. Nonetheless, if it is 3 percent, would it be fair to say we 
should not be funding accelerated public works projects? Now I am 
not speaking of an ongoing program to build infrastructure, be- 
cause the long-term effect of that is very significant. 

But should we be funding infrastructure programs that might 
come into the marketplace when the economy is at 3 percent real 
growth? 

Dr. Brinner. I think you will find that I agree with much of 
what you said, and did agree in my testimony. I asked that over 
the medium term, the next 4 years, that the funds to pay for this 
$7 billion increment be found through reductions in other pro- 
grams. So that point I certainly agree with you. On the issue of 

Senator Domenici. Let me just say right there, I think that is 
marvelous and that just about does this program in, because we 
will not find any $7.1 billion to save because every program is 
great around here. 

Dr. Brinner. Maybe you would have to target then as part of the 
bill, and part of the haggling over tJie bill, like occurs on other 
issues 

Senator Domenici. Unless it is defense. 

Dr. Brinner. On the issue of whether the stimulus will come fast 
enough to help, let me recall my words, I am asking for an insur- 
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ance policy. Mv baseline forecast does call for 3 percent growth. My 
forecast for 1991 at this time last year expected the recovery to 
continue. I cannot tell you why confidence collapsed in the fourth 
quarter of 1991. 

I have looked at the effect of the media. I have looked at the ef- 
fect of business announcements. I have looked at the effect of de- 
bates in Congress and other things, and I cannot tell you why this 
economy went into relapse. So I am not confident that this 3 per- 
cent growth is going to happen in 1993. 

So that is why I am asking for an insurance policy of this type 
and in other testimony I said that the Fed and &e Treasury have 
got to stop pretending that they cannot influence bond rates. They 
can cut bond rates substantially if they will change their activities 
in the market. 

If the Treasury will sell fewer bonds and more bills and if the 
Fed will buy more bonds and fewer bills, you can push down bond 
rates and get monetary stimulus as another insurance policy for 
1992 and 1993. 

Senator Domenici. One last question 

Senator D'Amato. Would you put your methodology for the Fed 
stimulating that financial activity to paper and indicate how you 
think you could do that? I would like to have that. I am a member 
of the Banking Committee and Senator Domenici and we have had 
some run-ins. 

I just voted against Mr. Greenspan's confirmation because one of 
the things I felt is that notwithstanding their lowering of interest 
rates, it does little good if that is not uien effectuated in a policy 
where the banks themselves are making credit available in the pri- 
vate sector. 

And I think there are lots of things the Fed could be doing to 
help and one of the things you outlined I would very much like to 
see. 

Dr. Brinner. In testimony before the House Budget Committee 
on December 11 I went into some detail on the strategy to push 
bond rates lower, what effect it would have on the economy and 
also what effect it would have on the credit crunch effecting bank 
lending. I would be happy to provide you copies of that so that you 
can look at it furUier. 

Senator Domenici. Let me follow up for a moment, I say this to 
Senator Byrd and Senator Lautenberg, as much as for the record. 
Franklv, Senator D'Amato makes a point. In fact, I think you 
would be surprised. Senator Byrd, to find that, with all this lower- 
ing of interest rates, American banks are doing splendidly. And you 
may ask, well, you must be making a lot of loans. The banks usu- 
ally made money when they made a lot of good loans, and it turns 
out they are doing splendidly without making very many loans. 

Senator Lautenberg. In investments. 

Senator Domenici. That is right. Banks are buying Treasuries 
and their portfolios are filled with Government obligations, and the 
difference between the Treasury bill rate and what they are paying 
their depositors is 3 percent. That is better than Las Vegas. Just 
tell the depositors to Bring money in and you make 3 percent. You 
do not take any risk. When you were in business, that would have 
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been wonderful, and that is what he is asking about. It is not so 
good 

Dr. Brinner. In fact, page 11 of the testimony has a graph of 
what you just said. 

Senator Lautenberg. I am going to enter, with the permission 
of the members of the committee, Dr. Brinner's testimony before 
the House Budget Committee because I think it is relevant to this 
discussion. 

[The information follows:] 
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cased, mum nvaaing IneeBiive. If yoo tie tbe ciedic to a reaaoaaMe altenative mwimani 

tax. leipoadbly (miUbit die tranrfeienoe ctf tax benclEti dirougb teai^ 

oedil for ea tertaiumcm and other lew cridcal indmtriet, yuu will preclude abmet. Pret- 

em law profaibita tuck tix rilelten far individiiaU and dm princqile A^ 

Ilia greatest ^Modfaig bang for the tax buck* and die noet ecpiitablc liioeative« can be tAih 
tainrri fron an ecpiipaient tax credit granted only to firms wfaoee (|ualil^fiiig expenditwei 
relativa to their ealee eieeed a nonnal natkmal rado of audi eqinpment purchases reladve 
to groes icooipts. (f^ caample, eqvijproenc purchases by an inami£iicniring fl^ 
tn^ 1E% of the vahw of dieir ih^mienta during die past taro decades; reoogniaog the 
greater oipital imensliy of mamrf^wturing, a tax credit threshold of equipment purdiasee 
beyond 2J% of aiqrmanvfKniring or aervicefnrm*s sales may be appros^ Applying 
die cre«Bt only to purchases bi^omJ a thiesbold greatly reduces die tax costs but te foil 
investment i n ce nt i vca areproviiied for newipendmg. 

EstahliAmg dds direshdd as a nadonal norm, ndier dum on a finnH^edfic basis (as ^ 
dm case widi die reaeaidi and deve l opm en t Inoremental tax credit) is aridcal. The credit 
Is equitably oflbred at par to companies diat have ptnsoed strong gtoa^ strategies mith 
high capital spending in dw past as well as to firms diet have lanMl or are Just entering 
an Dxtatiy; hliMnvestmem leaden should not be penalised for past good deedi. Equal- 
ly significant, the acooundng costs for firms and die IRS would be tremendously reduced 
by this duresbokl approach to an equipment tax credit 

The credit, on dm pniposeddoedioU basis, mi^v^^pfovkle a fiscal free li^ Uiatis,it 
tnaygeneramemmgh extra national mconie subject to odwrouBsdrnt it funds itsell Be- 
fore you reject dds poanUUqr, please note dat I have oonsisiient|y disparaged die 
'^upplf-skfe** view diet perunal tax cuts would psy for themselves. Hie key difference 
here is that a threshoM credit focuses the tax break on extra acdvity, not to invesonent * 
diat would have taken place anywsy. The original supply-side personal tax cuts applied 
to all inoome, not just to additional houn or entrepreneurial efforts; that Ie why they 
could not possibly pay for dmoaelves except hi an extremely tong-teim context 

The required aiiduaedc Is shnple: to pay fbr Itself each Si ofcredit must generam about 
S2J^0 of added equipment vexing, and each equlpnieot dollar must ripple dvongh die. 
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Il«qulrmii«iit9 fOr • Ptooal Ptm Rldf ; 
(lliKMkxi PmMng RewsnaM BendimarK 

lich $1 of Equlpmant •!>« Cfcit mutt piiewit $8.80 of iwm Iriv6 >timiiil; 

Each $1 Of aOdtd invBBtmam iTHist then 'mumply' thr^ 
NaMoiui Incorw (ag. $1 h wo m i i frt pkw ».gO ootwimar apandinq); 

Eaoti $1 of Ntfonal Inoofnt wH produoa appfOKfcnalaly $.2B In fadoral inconni, 
pfom, payrol, and aMoiae toK revmuM. 

Of, to bo aalf*flfianclf)Oi 

flcradRimiatylald $2.60 Investment 

X 1 .6 Inoonw tnMpf^ 

-03.75 AddWond ftaHonal Inooma 
X 2B CompofllofBdonrt tax yield 

-$1.00 Mow ravinue to pay for the credit 



eccmoray to produce another half dollar or fnore of income. All tUs added Inoome ia 
eventually taxed at an average efifecdve federal rate of just under 30%. Thus^iftfabsti- 
mulus/nmltiplier process raises national income by four dollars per dollar of credit, then 
new penonal, corporate and payroll taxes wiH flow tiie fiiU cost of credit hack to the 



An eoonomists should agree thai only a tax credit of this Qfpe can even come dose to pro- 
viding a 6w lide. AD fiscal stimulus strategies share multipUersextoxling from their itti- 
tial sdmuhis of approxhnately the illustrated 1.5 magnitude, and all share about die anne 
28% feedback hi Inderal taxes. But through no other 9pe of tax cut can we hope to fUh 
erate more than Si hi biidal sdmulus. For example, a $1 permanent personal tax cut will 
probably encourage only $.70 to $.90 in new consumer spending; with an moome mult^- 
er of 1.5, national income could rise $1.Q5-$1 J5, producing ofibctting federal revenues trf 
ooly$.29-$J8. 

A flxm-spedflc incremental irC mimicking die current.R&D tax credit, tighdy structured 
to ghre credits cmly for new investment by each firm, by definition generates SlO of invesi- 
ment per doUar of credit at a 10% rate, SS of hniestment per dollar of credit widi a 20% 
ratcetc. The 'Investment bang per credit btick'' is always die reciprocal of die incremen- 
tal rrc rate. Urns, as long as the credit rate is less dian 40% (l.e* 1 / 2^0), such a credit 
could at least pay for itadf. 

But note that such a fi^n-spedfi^ hicremental ITC is highly inequitable and is extremely 
difficult for the firm and die IRS to audit. The alternative proposed here, setting a uni- 
form threshold for all taxpayers instead of refiftrring to past firm-spedfic pureheiet, im- 
proves the equi^r of die credit substantially. It does dightlydaute die aggregate *baqg 
per buck" because it will reward the most capital-mtensive firms for some investment 



Digitized by 



Google 



45 





Frapoffttfsnrrc 



LowRM/ 



8FBTC 



HMiRmV 

iiVMnoM 
smc 



tvHhM tPITe-8kcng Simiiui 




nMunrOM pr •nTe-ie% 
oTBia^mvt >lJ«of8tfH) 



t12 



9igh(MfNg^t««holdmiC-Sirong8»niiui 



fTJO 



l^^pflVHMH VWHlfntrt Mv ■^BvO 



iiMwy 0q« pr •rare- 19% 

or eiiu|pn«r« » t% orSMil 



CMtl 



i»wii«y ODtt fr •reie-ie% 

aflBMmi>lJ% of airiHl 



It.7f 
t1J4 



(HVf ni^^ •MMtf STETC-WM Sftnubl 



t918 



HypoMdori InvMkrani AAv tmc 

DnwyOoiKVtPITO • n% 
afEQMpmini>9%of8aiH) 
feivNmr^ *bmq Rv Buck* 



I9L78 



Digitized by 



Google 



46 



thay would imdertike anyway. Ytt, tvtn diis it not Inid policy. The most cspitml-inten- 
wtit firms pay the highest wages and offer the most glohatty-oompetitive products; en- 
eouraging tbek growth Is worthwhile. 

Aooocdhig to DRI analysis, a traditional investment credit— like the 10% FTC we had be- 
fore the 1 986 tax refonns--ralses equipment purdiases by approximately $ 1 for each $ 1 
loiit to the 'DvaMuy. In the xhort-term. It does not pi^ for Itself to a materially diflSaceot 
degree than would personal tax cuts. Moreover, maiqr leaders in the business oommuni^ 
would also oppose a return lo the traditiofiel investment tex credit if higher sututory cor- 
porate taxes would be imposed to limd it 

But a self-*fioancing threshold-based equipment tax credit could well piqr for itselt and It 
should Bigmficandy boost capital spendhv- It provides <he same price incentive to added 
investment as a standard aedit, although it does not provide as mudi added cash flow. 

Ihe credit will flow through die business community to households hi two promhient, 
valuable channels. First, more people will be employed In high-wage jobs to produce the 
equipment Second, lower after-tax costs of equipment will mean lower faiflation for 
manufactured goods and for capital-intensive services sudi as finance. Our analysis indi- 
cates that as a result household income will rise by much more than business profits In 
response to the tax credit. 

The same arithmetic that enables this policy to pay for itself at the federal budget level 
also minimizes the gahi to profits and maximizes the gain to households. This is definite- 
ly not an old-foshiooed tricUe-down approach to eoonomic stimulus. 

2. Push Bond Rntee Lowtr. 

Lower bond rates will relieve the credit crunch sdfling small business hiring and expan- 
sion by encouraging bonks to lend to the private sector. Instead, banks are now taking 
the easy route ci bonuwhig at 4 J% from their depositors and lendhig at 65-7.5% to die 
government 

As bond rates fsll» so wfll mortgage rates; there can be no more powerfid tonio to rebuild 
real estate vahies and boost construction. Finally, lower bond rates will boost shara 
priueK and such lower capital costs wfll strongly encourage corporate capital speixUng. 

Bond rates can be cut by changing Federal Reserve and Treasury market activities. Itis 
also necessary to convince global investois that the VS. fiscal '^ce drridend" will be 
applied to the federal bud^t defidt and not lu another round of unaffiordable personal 
taxcuts. 

The T^asury should Issue fewer long-term bonds, meeting new deficits and rolling over 
old debts with more bills and notes. The Fed should simultaneously make more of its 
debt purdiases at the long end. Wiih the supply of bonds reduced and the demand in- 
creased, die price of bonds must rise-- that is, the long-term interest rate must ftll. 

This will twist the yield curve to a flatter shape. The Fed oould help by further looeenuig, 
eq)anding its purchases at all maturities to pull the whole yield curve down— if the Fsd 
can be convinced to diift gears from fighting mflation to fighting recession. 



Digitized by 



Google 



47 



ThtCurrtntWMt 

EnOMNIQM 



B tiitt n TVMisuiy Bonds Md BHIb 
to Lond to tho QovomfMnt 
lottioPrlvitoSoGlor 




(AwiB* 1W9-7B« ptiOtnO 




Digitized by 



Google 



48 



H«re*8 aaodiBr featurD aitaon thim pSMiiig musnat to this oommittee: the p ro poied 
tmiegy oodd also ave feos oCbfllicmi id anmial federal bonowing oosis* The federal 
yiv enu n en t has iiicreasiii|lx ooooentiated its bonowing io 10- and 30-^fear bonds, rather 
duui the cheaper Aon-cenn maturities. If we had the appropriate confidence in our ahO- 
iQf to reduce inflation during the patt decade, we would not Iwve sold so many exception- 
allsr high-yieldiQg ioog-term bondL But the Hreasmy did not and apparently ttiil does 
not have tUi oonfidence; therefore the federal goveromeot promotes a iteep yield curve 
by oveiwfaefaning the ttvaihibleinarket supply of long-leimfimds. It is no surprise that in 
the 19S08 homeowneis and ootporatiofis bad to turn to essentially short-teim borrowmg 
(adjustable rate mortgaget and oonunerdal paper. re^)ective]y) to finance tbeir own 
kmg-term investments in housing, industrial phuits, and equipment 

Ihe Congrenioiial role in dtfs strategjT is iKit limited to encouraging the Tkeas^ 
FkI to change tacdcB. Budget discipline is your apcdfic responsibility. Finst, Uiese policy 
partners of youn wfll be more receptive to canying out a new 't)peradon IWist** If diey 
see a credHile deficit reduction strategy^ and a^bal investors fwU reinfbrce rather than 
resist the shift in such drcumstanoes. Second, as I and others have pointed out in past 
analyses of uses of the peace dividend, lor every unspent military dollar you devute to 
deficit reduction over the next decade, you will earn more than fifty cents in additional 
interest savinp. A dollar not borrowed todi^ saves die compounded interest on that 
avoided debt, and encourages lower market rates on all federal debt in a less capital- 
scarce world. 

3. Provide • "Bouncy" fbrSorappingOW Cart 

Research by DRI/McGraw-HOl tadicates a national program to take old, heavy-polhiting 
cars off the road would provide a strong stimulus to new vehicle purdiases hi 1992 and 
1993, and would greatty improve air quality. Hie proposed legislation is modeled on a 
private, suooessftil pilot program already completed in California. 

Briefly, any owner of a 1967-1978 nxxfcd-year (registered, msured, and driveable) vehicle 
could cbooie to turn In their vehicle for a $700 bounty from the federal government In 
1992. The program could be repeated every diree to five years if desired, but die 1992 
bounty would jumpstart the economy. The continuing importance of the auto industiy to 
the VS. economy is confirmed by the feet that ttie entire decline in our ON? in the last 
quarter of 1990 wtis accounted for by the decline in auto production. 

This policy is solid on income distribodon, growdi, and environmental grounds. It gives 
predominantly low- and middle-income Ameiicaa^ quick cash beyond the current iralue 
of most of diese qualified vehicles, encouraging them to spend this on newer cars or otib- 
er consumer goods. There will be a "trickle-vp"* effect as some of the bounty recipients 
biQr newer used cars from odier people who diea buy brand new cars. These purchases 
wfll create ftvther multiplier efiecto on national employment. 

It would certainly resusdtatt die U.S. anto industty and Its einployeee from their cvrrent 
trauma. Such a program is estimated to add up to 1 J million additional 1992 sales (10+ 
peroent). DRI estimates the pr ogr am could be fiilly financed with a two-cent«i>er gallon 
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A Program to Enoourogo Scrapping Old Cars 
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llie boonla^^id-Mrip piofnm wouU oec la^ 
or fo the iiiiiofuwat poiM boa flint CATO 

Ibe iai|0lKi febkkf ire 10 to 20 tinet as 'NBi^ ai Mw vri^ 
I oiidd adilaM a qukk 15% mlMkm In ctftKa naoo^ 

I Id lydrocariKMi and oitrofoii ooddH^ and a 2% ifdudioii in cailxNi dioikta* It 
luwdwobfviMvirtMof b tg d w rf n g nddiar d» puMio nor die auto and refininf indy»> 
triat widi heavy ooiii to acUave tbt air quaUqr ffiin* llib b in OQiu^ 
idan fadtladvni OB refoiBulBtBd fMolfaMa» CATO modardi, ur allBinndvv vnfalde I 



Olhor Poley Do*o and Dofi'te 

4. "Rdmoss* li Not RaMed to CcofMNido Sthnuiiia 

Pinhapi ceiwptaioui by its abs en ce in tUs tesiiiiimy b an endorsenient of any of die nu- 
meroosproposils to cut penonaltajies for middle dasi Americans. Hie nadon can*t af- 
lonl diem. Tlie publii; kmnwi ic The financial marlLets know It Most isiqiayefs and in- 
vestors wlU view such cuo qfolcally, as short-elgbted attempts to please voters in an eleo- 
tionyear. The popidar dispiramie will build, in my opimon. If Congress triei to prtteod 
there are sabsiaittial anti-recession gains from a shifting of the tax burdsn firom die 
wealthy to die majority voteis. Vacers want jobs widi good pay and a future: diey don't 
warn tiie govemnient lo Ixirrow more money to subsidise a qidcfc fix. 

They also don't want more trickeiy widi faUden pbase-outt of their personal ewmptioas 
and iiemiaed dedoctiuos. Next April, you wlU hear frodi many voten on this score. Ibe- 
UevedrisgtanmlGkxy provides the wofstpoUtia for Congress. The pretense is maintahml 
diat the imnimum tax rate b 31%, but the reality b a 34% eflfecdve federal rate for many 
ofyourcovtituents. These tasip^ferswiU know diey are paying it and will resem your 
iid)terfiigBS. On the other hand, lower teoome oonaliuents don*t credit you for greater 
ttines^ because they go by the offidal rates whidi suggest litde progressivi^. 

Thus, you manage to displease diose who pay and dioae who don't Thb doesn't strike 
me as eidMr good poUdcs or somid public finance. If you want to give hioome to die ma- 
jority of voten. just rspeal dm unpo|mlar luxury and alcoboltaaes levied last year. The 
adverse Inflation and pnrdiaslng power offsets they gnierated mesitt diey are only i 
die deficit by $JI5-30 per dollar of gross revenue thqr are credited with oollecdng. 

If chenges ars made in penonal Income lantlon, I leoommend a review of liasic prind- 
pies. Tkxes are intended to be ded to die tajf^ayer's "ability to pay." Abili^ to pay b ap- 
prodmated tai dm code as groB income mimis die costs of necessities, expenses to earn 
die taicome, and taxes paid to state or local ggvemment The cost of necessides is tradi- 
tionally approxhnated by die zero rate bracket and perKmal exemptions; diere b no 
sound public finance principle on whIdi diese should be pheted out as income rises. Per- 
sonal deductions* standard or itemixed, approiimate the costs of earning income or taxes 
paid e la e wh er c; these must be deducted to measure the ability to piqr Merel taxes on an 



Digitized by 



Google 



52 



Today's ^'Hidden" Tax Rataa Ara Bad Polltica 
and Poor Economics 



Lpw-lnpomt VPt«f Do Mot Qlvt Congryt Cwdltfar Puihlwg Faimett 
through a top effedhfe tax rata (approxImatBly 34% versus pubRdy acknowlodoad 
rates of 28% and 31 %) becausa it's hkkleri beNrxJ phase-outs of exempli^ 
and dMOowanoe of dectolions. 

Uppaf Inoonia Yotara wn Rabal against these giinrMcs as pushing up thair 
tme rates as they pay much hHjher taxes in 1992. 

Tbe Extremaly tMailhy Are Tnced at Lower Rates Than Sueceeaful Bmaa 
Businessman (34% versus 32%). 

Thecura: An Nonastlbp 33% omcfal Marginal Rata (with no phase-out oT 

exemptions, deductions, or bradM t>enefts) for income above $100,000. 



Bnscovv MwS'*'"' limtJiiiv nx new* ivi m rwnKf Of row 
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A|un, ihsf^ it BO rasioii to posw ovt l^^^ 



Tte phHeHNHs aie a bidc-4t)om politfcBi ooavroaiiik 

DMDOGnti nko ivmt nova ^irofif ivt tiwri o n and RcpubliciBS wbo doQ*t wiot to admit 
in public that flNi|laai tax ntat liaft baaa iiici aa i a d . Tte flaw it ttat tha veiy ridi have 
lowarlaaiataid»tgw yi ddh d a w flmriiiaa. llvtlfpanoiialtaKcodaianiiilw 
cham>d, I l a cwnnwirt adopdng aa hoaatt. new 32% or 33% maighal late la plaoa of 
Iha onrraM 31% phiB nblBrftitBt. 

I aaipact a tnda b In Iha wofia: a capital fiina lax cut in eadiai^ for 1^ 
tha propoaad aawpc fw i l tax cradte or tang a a ainpti ona* Sbioe I donit laooomaiid 
tlia lattaTt I canit tooUd macii pcmoal aodMiaaflD for tha imuiai. An ***if ff*** parti- 
utk dabata ovar tfci i i i **!* acdivtnanti and oipital laha idl dhtract CoiMitBional attwh 
tionlraiB proaBpl action to halp dia •oonoany out of i 



Hia trva iiniaili of mora pftfnaotial tax traatment Cor cqxtai gains lie batwten tha ax* 
tremB daiwi of th> p copoaatMi and iht oppon ew t a . (Gaint almdjr have the tigniliautt 
advantafei of defleired taxation ontfl realization and toq taxation due to rollover at 
daath.) It it tnie tlwt more ftnarout tax treatment w3l cut the coat of capital and dmi 
idmulate invetbnant TUtwil create joba. There win likely be a temporaiy mrfe in tiz 
coile ctio n t . 



Bnt tha ten-year deficit pioblem wHl probabljr be made wone, aooottnnaits will once 
apla be driven to creative lei^gtbs lo convert ordioaiy income into "capital gtisT income, 
nd Ike voieix*8enaa or an equitable tax code wiUduninith. nna]l]r» if hnmnaait* joba, 
producdviqr growth and die Ctderal deficit are the real iiauet, dien the salf-financmg 
eqpnpnient Invettnem tax credit it a much tuperior poliqr change. 

9> ljofiB"lann tibaiaylu TMnldnQ WM BiiN OofifManGn and n Batlar Kilura 

The oountiy bat a tuuctunl, "contumpdoaHlriven'* budget deficit from which it thould 
bewaaned. Wt can't afford afl the private and public goodt and tervicet we're ei^ng 
today; onjr etcelarina bonowina mek— it wmporariiy Ibatlble. ¥% won't be able to en- 
joy thata kBMriea in future decadet—untett we increate national aivingt by reducfaig the 
Itderai bydlget defldt and aettii^ new c^)enditure priorltlet. 

Whan the economy IS back on itt feet, it win be time to contidcr partially lepinGing die 
pqfroD and coiporata profits tasBBtwidi a value-added tax. We need to thaie the coct of 
mam with foreign produoea KUing here, juit as ibey ainre their cons of gov- 
KwidiU.S.fiim Wt need die poteodaltdmulaat to personal taving, and die de- 
t to fffT"*"^^* co unuiytf ow, that lueb a ihift eouM alto provide. 

11% alto need lo channel a higher proportion of public fundt to publio hivettment hi 
health, educatian, tdenoe. and advanced infrattnicturet. Like bunnem exacudvet, cabi- 
net tecretariet mutt be challenged to fimd theae by eliininatiag admlnittradve or low 
pttaiy e jip e w e a eltewhere in their buclgeta. 

Aflerddt hat been aooompfithed,dien new earmarked taxes oouM be considered. Again, 
there it no peace dividend. Before our coUecdve debt binge of the 1980s, additional bar- 
rowing would have ben appropriate to fimd pubUeinveatment. But the borrowmg hat 
already taken ptace, paymg for die pertonal ttx cuts of 1981 and 1986 and die eipendi> 
ture progtamt thai were not ttaEcd to fit our revenues. lUnk of new taxet not as payuig 
for die new hivestments; think of diem as paying for die current programs we can't find 
tte skin or contensut to eliminate in order to food die required healdi andedocation ini- 
dativet. Tha IQgdsbono w h^ it dien financing the invetonentt of die 1990s. Onlyifdiis 
belanoB can be obtahied can American living standards rise at dw attracdve rates of the 
196Glk 
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Remembering nret Principles off Texetlon 

by Rogor E. Brinrwr 

Bncutlvt RtBoerch Director 

DRI/MoOranMii 



Etecied oflldils enicj cntdiig mes ind didllw ndring tbem, tspadMy during dectfcin 
aeaaou. UiifortiiiuteV« P^^pv^ <V^on and p^ 
newof the pnndplos of taation and eooiioiiu6& 

la di» ptft TMUt CongTMi luui passad a ^iwia^ of tax laeraaMS, faaging from payroll tama 
to eoscise caaea on gaaoUne, aloohoUc bc veiagM^ and linoiries. In the nxmdis ahead* im 
waaj ICO peiaonal or busineaft income tax cuts to prod die economy out of recestion. And, 
when the eoanonqr once agam looks solid, wn may see aoroe tjfpe of tax increaaei adopted 
as a budgBt-balandng medianisoL 

Given diii oveiheated tax climate, a cool-headed review of the principles of taxation m^ 
beinmder. 

Qoalt of Taxation 

A govenmient levies taxes to: 

- finance its general operations 

- charge a user fee 

• redistribute income 

• engineer economic and sodal behavior. 

The govenmient needs operating revenue to finance programs benefitting the entire pop- 
ulation. National defense is an obvious exanqple of sodi a program as Is the Environmen- 
tal Protection Agemy. Iknss that Rupport sudi general operations indude the federal 
peiaonal income tax; state sales taxes and corporate profit taxes. 

In contrast, a user fee passes on the cost of a specific government program to diose vite 
benefit from diat program. Pure cases of this principle indude gasoline taxes earmaiked 
for die Highwiqr ihist fHmd and certain boadog fees used to finance Coast Guard acdvi* 
ties. Hybrid caaes of such taxes indude payroll taxes to finance Sodal Securi^ bem^ta: 
the taxes go to earmarked fends, but die benefits paid from die fends do not flow bade 
exacdy to the contributor. 

Redistnlwdon of mcome from higher income to lower inoome groups aeeb to spiead dM 
nadonal wealth. Inherinince tans, the new luxury exdse tame and the h^^ bradmta of 
die progressive personal income tax are examples of this. Tlie earned income tax credit 
and the large **zero brad^er range (for households below the pover^ line) also redrect 
income to poor fpxnxp^ 

Engineering economic behavior is die dear goal of selected dements of a tax code, mdi 
ae investment tax credits and accelerated depredation schedules whose obfecdve is to 
sdmulate investment Engineering sodal behavior is die donuun of *Ui taxes.** of aMdi 
tobacco taxes are the leading and probably only oorrect example. Initially thene noes 
were created to raise general revenues while discouraging consumption of a product seen 
as sinfiil, unhcaldiy or odierwise undesirable. Recent^, however, these taxes have ccxne 
to be viewed as a "user-fee** Qrpe of tax: the revenues are seen as rehnburring the gov>- 
ernmem ftir added public bealdi care cosa rehited to smoUng. 

Alcohol consumption has been mistakenly tarred with the same bnnh, thrtaigh three 
forces. First, there is a smaU minority diat considers drinking beer, wfaie or liquor a reli- 
gious sin deserving prohibition. Second, anodier (periiaps overlapping) mhiority misak- 
enly believes diat any level of alcohol consumption is unheald^. In feet, alcoholic bever- 
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» to fifBificMM teveh of p«riii|M duee to four ddolu per day 1^ 
iioiwtantlMrtdiMMe. 11% bhj •oon fopid noderaie beer aod wine drioUng as 

tazlegMatkaflUlitodiAiagiMAberpvecBBoderaieaiidaliii^ Wsdcinoetax 

all driven in Older to diaooongB ipeedini. Wlqr should ii« cax all dnnken in order to 
dbooonne ateolioHsm? 

Eftacts Of Ita Changes 

I dange individuals' beliavlor. Tbiovgli tteir effscts on incomes^ pcicss 
» dMf alao shape shon-nm eoooooaic i^es end affect lonf>run eoonomic 
nell-being. Tlie potential farces at worlc in tas dunfet iodude: 

- redudng private sector spendinf power 



* ia^miriog or improving long-nin polendal output 
\ enviromociitBl end beelth oUJutUves 



AS tax increases diiectljf lednoe pfivate sector spendii^ power by re dudng the discreii<ni- 
aiy income of houseiioids and buslneSBes. This quiddy translates into lower consemer 
and business spendbig, a recessiooaiy effect whldi can be ofltet by lower interest rates 
from tlie Rderal Reserve and private lendeis. The shift to lower ''real'* or 'Snfiadon-ad* 
josted" interest rates wiQ be greatest if the tax increase n seen es contributing to better 
long-term belenee be t w ee n national aavingi end inveatmenL 

Intenst rates wiD also dedine to the extent tliat maiicets expect lower infladon on die 
heels of weaker ^lending. However, the interest iite dedine yields litde spending sdrnn- 
liB if interest rates fidi no ftnUiec dian the dedine in eiqiected future inflation. In odier 
words, a one percentage poim dedine in interest rates wiD not call forth mudi capital 
HHnKfhij fay b uriness if die pcioei of die goods to be produced by this cepltal are alao 
trinDcd by one peroentags point. 

iidlntlonoiy Prwseufws 

InlUtianaiy pressures are a lecoadpotendal force: some tax changes will increase pfioes» 
wWleotheii win reduce them. The above-noted recessionaiyefito of all tax increases 
K 10 dampen infladon. However, some sales, excise and payroll taxes sotft direcu new 
Thoee taxes that hit customers fint and hardeet hold the moet in- 



SpedficaDy, I ncr ease d federal exdse taxes on products and services such as tobacco, alco- 
holic beverages, avCnes and teleu w iii ii u itf cations tend to emerge promptly and fidly as 
cqulvalem rctafl price ioCTWMUfc tlwHaiieiitnieof eteteialcstsxfaicireeses. Beceeae 
aU producers and seileis inust pay dm laxr market forces generate a total pnss-Uuougb to 
tbe consumer. Tide in turn Udcs off demands for hi^ierweges throughout the eoonomy 
and lanndies a price-wage infltdon ipiral diet takes many yean to wind down. 



dearty. deqrfte dm pdlf deal attracdveness of excise tax mcreaaes in die past decade, ttiey 
are die worst dmice for demand management in a boom or for budget baUmdng today. 
Sudi increases raise both u n emp loym ent and in fla rio n. Hm price of eveiy item purdaied 
by govenunem is increased, and the interest payments on the nadonal debt are boosted 
es iutefest rates rise. 



In comivtihicreaaes hi personal income taxes do not generally create infladon. Such 
taxes, by deflnidoo, do not appear in die ofDdal consumer or wholesale price indexes. 
Any effect on prices and wages wiU be indirect and muted, flowhig from supply leipanses. 
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Loaf-nm Jnflackm impacts are also negligible. There li little cv Ucnw tint iravltm de- 
mand higber wages in response to tdgher inocmie tir locial security Andevoiiffe* 
quested, eniployers would be unlflcely to aoeede because thej have no abili^ lo pty Mffk- 
erwages* 

ilie impact of employee-paid payroll tax increases Is similar to that of personal inoome 
tax increases: no significant inOation effect Tbe same is not true of the employer-paid 
portion of pi^roll taxes. Thai portion represents a direct increase In pfoduokm coia and 
as such will be passed on to customers, tempered only by international ooropetltive plea- 
sures and the bnsinesB ^e. An investment tax credit follows the same pattern: enacting 
one reduces business costs and national inflation, winle terminating one creates inflatiaii- 
aty peessure^ 

Changtt In Potsfitlil Output 

A diiid force set in motion by a diange in taxes concerns the loog-ran potenrial output. 
Ikx changes can either impair or improve die long-run potential output— the supply akle 
of the economy. Spedfically, taxes on 'investment" inoome reduce the level of "invest- 
ment.** This tainnn reduces the potential growth of national output and, in turn, the stan- 
dard of In^g. 

In ve stment is plaoed in quotes here to signal diat this efiiea applies to higher education 
or on-die-job ttahiing as well as to business equipment and buildings. For example, col- 
lege and graduate educadon is a peraonal IfivMtment that benefits an Individoal. TIm 
higher wages paid to better-educated employees are fully taxed, yet the tuition is not de- 
ductible exc^ under veiy Umited drcumstanoes. Thus, the tuition is a purduoe oCa ''de- 
predable asseT (education), unrecognized by the tax code, made hi order to prodoce in* 
come wfaidi is teter folly taxed. This implied tax burden must deter many people fktm 
educating tfaemstlvet as well as they should: treating educational esq^enaea as folly or par- 
tially deductible would have the opposite effisct 

High taxes on tangible capital are (Sscussed more often, yet they are still fanperfectly un- 
derstood and mconsisten^y sppUied. At times, investment tax credits, higher deductions 
and accelerated depreciation are trhoaUzed by liberals as Irickle-down'* economics and 
di^Mraged by conservatives as "inteiforing witii the market" One result can be oontra- 
dictoiy tax policy. For example, die Ihx Reform Act of 1986 hidicatedtiiatlegislatoa un- 
derstood die beneficial effect of lower marginal tax rates on entrepreneurial behavior. 
However, that same law grossly hioeased total business profit taxes and eliminated die 
investment tax are<fit and preforential treatment of capital gains. 

Invironintfital and HnaMi Obfeothrts 

Hie fourdi potential force of a ox change is a role in adiienng environmental and heahh 
objectives. Such ob|cctivos can be achieved by discouraging undesnable activities with 
hi^er taxes or encouraging desirable ones with lower owes. 

Fur exampte, added inflation can be valuable in narrow ntuations: because taxes can 
raise the prices of goods or activities, tiiey can decrease private sector puiduMes and acti- 
vities believed to be counter to public welfare. The challenge is to design taxes sufficient- 
ly precise to meet their true objectives and to avoid using taxes when better means wtt 
avaflable to attain the same policy goal. 

Hie "^ tax" on tobacco products described above is an obvious, soccesdulexanqiie. Tb- 
bacco consumption has been demonstrably curbed tim>ugh higher taxes (and anti-iniok- 
ing education and lobbying). Those who choose to buy die taxed cigarettes are oot ari b ut - 
ing to federal and smte treasuries, arguably to ofibet the higher heahh costs tiiey may im- 
pose on sodeQr. The health damage tends to be proportional to the number of cigarettes 
smoked, so it is ^)propriate fbr all smokers— light, moderate and heavy— to pay the tax 
and to piqr it te proportion to usage. 
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Tbe irlaifcimliip IwiPWii Mier|y qm ind timtioii n oomiiig to Iw nm ib liiiifltr f 
givwiciinwKoanoenMibomiir quality and tkeenvi^^ Imttadofbdnivieiiml 
BHMy aa a wqr 10 pqr for lBg|iwqf«» paoUoe lain inqr find Ufa ^ 
tkNiaadpottution. A|aiD,aiioepoUiitioa a proportional to die amcwm of gai^^ 
» tha taKwakati 

, poorly maiditaaskmivfdi public poliqr. Tha apparam goal 
I drUdqg and dia aaodatad healdi oosti, funOy proUema and driv^ 
log dw m on alooholic bevcrafea ia a Uttttt and iaallBO- 
th^tooL IhamajgriiyofdiaaataxeiwiUbeuBfidrlyoolleciadl)^ 
ihra or aboina, aoaauBMca; tlia modarata driokara will rediKO tMr conaunpckNi to a da- 
g^aa* pOMiUy impairing their cardiac baahfa and indeed raising national health cotia by 
doingio. Alcoiiolici»&atarfBledabuaaii,iiall neither pay BXMi of the tax nor naipond 
fay reducing their ooosomption of akohoL MoRt will merely cut back on what are for 
i fyHi les eaKntial pivwiaaaSt 

Gooiidac lumawlifa food opnimpdon leads to medlcaily eaqieaaive obeiiy, bat food li 
noCtajwiandsfaouklDolbe. Beer, wine and liquor taxation appeaia as a singalar case of 
policy irilafe to r ecogn iw die public dawa to alininate abusive Mdoti end the teleerioa 
of an hiappiopriaia^ broad tax base. From a poliqr standpoint aloohoUsm is more fdrly 
and efBctomly dbaooragad thnmgh educatioo and public a wa r ene ss efforts, fines and oth- 
er peoaldea (such ae fosa of driver*s license), and oowi-ordered financial responsibili^ (as 
fortavaniownenwhoserrethehitaiicated). These meaaurea have In tea signiflcant^f 
redncad fiittditiaa associated widi drunk driving. 

w t U i Wi BJinniii Of inotwun 

A final forte ai wofic m tax change is potential reifistribution of hiooine across groups. 
'aoKS radisirlbula national InooflM throu|^ die structure of dieir rates or through difler- 
encea in spendmg pettems across income groopSi 

Eamplea of progreasiviqr are common. The Ihx Raform Aa of 1986 is universally 
lauded for omittiiig sub-poverty line people from tax rei^innsibility. Corporate Income 
taxes are progressive to the significant extern that they are shifted to upper-income share- 
holders and pension fond participants who pay acoordlag to shares of stock they hold. 
FayiDD taxes are highly progressive since diey are keyed to income levels and are part of 
the overaO tax-end btiitfit system. 

User fees are actually neither p rogres si ve nor regressive. AlduMigh a user-fee tax itself 
probably repitaents a httger share of income for low-income groups, so does tlie match- 
ing benefit 

Sales taxes and taxes on tobacco and akohol are the dearest examples of regressiva 
taxes. The new narrow-based luxury tax may have tiegun to an effort to ofbet such re- 
gressive taxes, but the base is so small that the 1991 excise tax package has certamly un» 
done some of the good work of the Ikx Reform Act of 1986. 

Leglsiatars must keep the goals and tbe economic effects in mhtd when casting tax poiiqr. 
This is a tall order hi the best of times, and particularly difficult in the curram political 
and economic enviromnent. 



Digitized by 



Google 



58 

PROJECTED FUTURE ECONOMIC GROWTH RATES 

Senator Lautenberg. Dr. Brinner, I would ask one thing. Sen- 
ator Domenid made reference to a 3-percent growth rate projection 
which he attributed to you. Is that accurate? 

Dr. Brinner. That is accurate. Our forecast for calendar 1992 is 
a 1.6-percent real gross domestic product growth rate and 3.5 per- 
cent for 1993. That assumes some of Uie tax packages going 
through, but not much in the way of stimulus, other than the with- 
holding tax acljustments and the housing credit 

Senator Lautenberg. It is fair to say, even economists can dis- 
agree. 

Senator Domenici. They can be wrong also. 

Senator Lautenberg. I do not think there is a consensus among 
the economists across the country that agrees. 

Dr. Brinner. Unfortunately, I just came from the meeting of the 
National Association of Business Economists and they announced 
their latest poll and their number, their consensus number of 3.2. 
The Ager blue chip is also, but I also have to tell you that as I look 
down the list of people on both of those polls, 95 percent of them 
are my customers. So I do not think you are getting much in the 
way of independent estimates. So if I am wrong, we are all in trou- 
ble. 

Senator Lautenberg. In front of Senator Byrd's hearing I think 
CBO may have said something significantly different. Does any- 
body have a recollection? I believe it was 1.6 percent throudi the 
remainder and kind of a continuing rate like that through the fol- 
lowing year. 

Dr. Brinner. CBO is not too different for 1993. For 1992, we are 
both about 1.5 percent. 

Senator Domenici. In 1993 they go higher than you, do they not? 

Dr. Brinner. You see, actually it is lund of a strange twist that 
the administration is actually below us now for the first time in 
memory. 

Senator Domenici. They have been gassed a little bit. 

Senator Lautenberg. Senator Domenici, are you all set? 

CONSUMER confidence 

Senator Domenici. Just one more question. Could you tell us 
about this consumer confidence? I am delighted ttiat you are here, 
and I think we would all be interested in that. It is bedeviling the 
country rig^t now without any question. You are not the first 
prominent economist that has said that we do not understand the 
dismal level of consumer confidence. I think you were sayine that 
the typical underlying facts about the American economy do not 
justify its current low level. 

Could I ask you this: Is the consumer confidence index normally 
concerned about the present, or is it normally concerned about a 
long time fi'om now? I will tell you what I think has happened. I 
think that for the first time consumer confidence is beine dramati- 
cally impacted by a long-term concern, whereas, heretofore it was 
more concerned about the short-term outlook. 
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The name itself, consumer confidence, indicates concern about 
the future because consumers are consumers 10 years from now. So 
could you just comment on that? 

Dr. jSrinner. First of all, there are two main indices of consumer 
confidence. One by the University of Michigan and one by the con- 
ference board. The University of Michigan would be more aptly ti- 
tled, The Consumer Buying Plan Survey." It asks a panel of 500 
households, do you plan to buy cars, homes, apoliances soon? If so, 
why? If not, why not? It is not a question of, do you feel good? It 
is, do vou plan to buy and then they ask why. 

We have found that that index is remarkably well explained con- 
sistently quarter-by-quarter by changes in employment, inflation, 
and interest rates until recently. When the war broke out, 
consumer confidence sank faster in 3 months than it normally does 
in 2 years prior to a migor recession, and tiien quite reassuringly 
during the spring and summer last year it came exactly back to 
normsu patterns. 

Then in October, November, and December it collapsed again. 
Now I have tried to evaluate, looking at the details of this survey 
what happened. Here are the conclusions I have come to: First, 
that we nave a different type of unemployment today than we did 
in the past and this really is your point I think. In the past when 
we went through a business cycle, tne people who were thrown out 
of work were construction workers and auto workers and knew 
they were coming back to work. 

lliis time you are told, no, this is not a layoff. This is a restruc- 
turing. You are gone forever. Do not come back to us for employ- 
ment. So it is not the issue of, is it a white-collar worker or a blue- 
collar worker. Many blue-collar workers earn more than white col- 
lar workers so the spending impact on that score would not be ma- 
terial. 

The question is: Is this employee blue collar or white collar being 
told that there is a future 6 months now, and he is told no. Now 
that is one part of it, but I cannot tell vou whv that suddenly hap- 
pened in October or November. Why the world came back to nor- 
mal in the spring or summer. 

So then I turned to the other two pieces of the explanation. One 
is that when I— one of the subquestions of this survey savs, what 
news have you heard on the economy? The fraction of people saying 
bad news soared in October, November, and December. Now what 
was going on in terms of inflation, the unemployment rate and in- 
terest rates was basically moving in the other direction, good, un- 
employment was steady, inflation was falling and so were interest 
rates. 

Now part of the problem is that the press are concentrated on 
the east coast and the west coast where life is really bad compared 
to the national numbers, and they are working for publishers who 
are sufferine through a depression of advertising. So to them life 
really is bad and they are convincing the rest of us that it is ter- 
rible as well. 

If you add to that that mix, business firms who have decided to 
announce in very public forums a 4-year restructuring saying we 
are going to lay off hundreds of thousands of people, now thev do 
not make it clear in these announcements that that means their 
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employment— let us take United Technologies for examnle, that big 
blockbuster announcement, their work force will shrink by 2 per- 
cent a year for 4 years. 

No American firm could hold to 98 percent of its work force over 
a course of 1 vear. Much of this will be manacled by attrition, not 
all. I mean, tnere will be whole plants that close and that is not 
attrition, but the public perception is that the sky is falling and 
then the President says we are in a free fall. 

I think that the business community's attempts to restructure 
their balance sheets, suck in a lot of operating expenses in terms 
of terminations and severance and so forth that are going to take 
place over the next 4 years, put them all on their balance sheet of 
1991 when Wall Street will be forgiving, we do not expect earnings 
in 1991 or early 1992, we are in recession, so pull all those costs 
in there, scare everybodv to death and then your earnings growth 
looks ereat off that awful base. 

So I think our corporate community did not know what they 
were doing in terms of the public reaction. The press is living in 
deeper recessions than the rest of us, and we have this layoff phe- 
nomenon. I cannot make that perfectly fit, but those are some im- 
portant incnredients. 

Senator LAUTENBERG. Thank you very much, Dr. Brinner. 

Senator DOMENICI. Thank you very much, Mr. Chairman. 

Senator Lautenberg. Senator Domenici managed to deal with 
some of the questions that he wanted to deal with in the Budget 
Committee. 

Senator Domenici. We have not had a meeting in so long, I had 
to do it somewhere, Mr. Chairman. [Lauehter.] 

Senator Lautenberg. Senator Byrd Has aenreed, though he ar- 
rived first, to permit Senator D'Amato to make a statement. Sen- 
ator D'Amato has other pressing engagements. 

STATEMENT OF SENATOR D'AMATO 

Senator D'Amato. First of all, Mr. Chairman, let me thank the 
chairman for his courtesy as £dways and let me also commend him 
for his insight, his beine there for nis constituents and more impor- 
tantly, for the people of this Nation as it relates to our infrastruc- 
ture. There has been no one who has been a greater champion. To 
have a better infi-astructure is goine to make us more competitive 
economically, and I commend me chairman and I look forward to 
working wiui him. 

And to our subcommittee chairman, I want to say to you that in 
the few minutes that I have been here I wish that some of the 
members of the administration and maybe the President were here 
to hear Dr. Brinner. I am certainly going to look forward at looking 
at some of the work that he has done and submitted to us because 
I think it is imperative that we move in the way in which our Fed- 
eral Reserve and other regulators use the great power that they 
have to see to it that they do not just bring down interest rates and 
lose the economic benefit to the public that is supposedly the rea- 
son they are moving in such a direction. 

They are using monetary policy to effectuate and it is just not 
getting through. I would like to submit a statement for the record 
and I want to congratulate the chairman for these hearings. I be- 
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Ueve lie it on the ri|^t road. I think we have to build our infra- 
structure and get our transit systems operating more effectively 
and efficiently. 

It pjEqrs great dividends to the economy, to the ecology, to working 
Americans, to moving this country forward in a direction that 
makes sense and will be the insurance that the good Doctor has 
talked about, about seeing to it that we do have that economic 
growth. 

So thank you, Mr. Chairman, and thank you, Senator Byrd. 

PREPARED STATEMENT 

Senator Lautenberg. Tlie statement will be entered into the 
record as suggested. 
[The statement follows:] 

Statsmsnt op Sbnatos Alfonsb Bl lyAMATO 

Mr. Chairmaii. I appredate this opportunity to ofTer some oomments at oar first 
hMuring for fiacal year 1S93. 

Tbe aukject of this hearing it a biU whidi you introduced on Januaiy 30, 1992, 
to provide $7.18 bilUon ibr transportation programs during fiscal year 1992. Funds 
woold be allocated as fellows: t2Ji billion for hi^ways and bridfleBi $1.2 billion for 
pabbc transit: $IA billion for airport improvement projects; $1.0 oillion for PAA Pa- 
cflitiea and Equipment; $900 million for rail systems; and $130 million for new 
Coast Guard helioopters. Tlie bill is called the '^pplemental Transportation Appro- 
priations Reinvestment To Upgrade Productivity (Start-Up) Act of 19927. 

On December 18, 1991, President Bush signed into law the Intermodal Surface 
Transpoitation Efficiency Act of 1991 providing over $1S6 biUion for hi^ways and 
tnmsit over a six vear period. Tliis new law has potential for stimulating growth 
in the transpoitation industry and begins a new era of intermodal planning and 
flexible fbndmg. Tliis Act is an encouraging foundation for transportation programs 
inthel9eO's. 

Hie current recession is of obvious concern to eveiyone. Several House and Senate 
supplemental nppropriations biUs, along the lines of S. 2169, have been proposed 
to qnidc-atart the economy. Tliese bills promise new jobs and many economic bene- 
fits. They also pose serious budgetaiy choices to Congress: Do we want to violate 
the spending caps contained in Uie budget affreement?; Do we want to reopen the 
Budget AjgrMinent?; and. Do we want to oreax-down the ''firewalls* between discre- 
tlonaiv oefense and domestic spending Veiy basic, raw, economic policy issues 
mnst be dedded before new spending can be approved. 

I have talked about the need to cap runaway spending both at the federal and 
state levds. Other approaches that will boost the economy are tax cuts coupled with 
more fleadble use of IKAs, and more workfare rather than welfare programs. Perma- 
nent and lasting solutions to our economic problems are needed. 

Iftr. Chairman, I look forward to listenmg to the views of our many witnesses 
today. 

numk you, Bfr. Chairman. 

MEMBERS OF ADP BOARD 

Senator Lautenberg. Senator D'Amato, a friendly across-the- 
river colleague said that he had voted against Dr. Greenspan. Dr. 
Greenspan served on the ADP Board, the company that I helped 
create before he come here. Tlie new recommended appointment for 
Secretary of Commerce comes also from the ADP Board, Dr. Bar- 
bara Franklin 

Senator D'Amato. I will vote for her, that will be 50-50. [Laugh- 
ter.] 

Senator Lautenberg. And here I am, a former chairman and 
CEO of that company. ADP makes its contribution to Government. 
And I want you to know. Senator D'Amato that Fred Mallick who 
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is a significant person in the President's reelection campaign is also 
on the ADP Board. So how come it takes three Republicans to off- 
set one Democrat is the question? [Laughter.] 

Senator D'Amato. I do not think they offset you either, Frank. 

Senator Lautenberg. Thank you very much. 

Chairman Byrd. 

STATEMENT OF CHAIRMAN BYRD 

Chairman Byrd. I thank the witnesses, those that are here be- 
fore us at the moment and those who will come before the commit- 
tee later. 

I also thank you for the significant work that you are doing. Sen- 
ator Lautenberg, in arranging these hearings, and also intrc^udng 
the legislation. 

It indicates that you are thinking concretely, if I may use that 
word, which can be interpreted many wavs, but you are certainly 
putting something by way of words into a oill. 

I do not have any questions at this point I do want you to know 
that what ]^ou are doing will be helpful to the full committee and 
the transcript of your hearings will be verv useful to all of us as 
we approach these problems m dealing witn the current recession, 
but in my judgment probably more importanthr in dealing with the 
lone-run needs of the country in respect to infrastructure, meaning 
botn phjrsical and human, so I am grateful for what you are doing 
and I think that we need this information that you will be eliciting 
and which you have already gotten. It will be valuable to us. 

You are also continuing to call to the attention of the countiy the 
need for making our country competitive again. When we talk 
about infrastructure that is extremely important, and that is where 
other countries are outdistancing us, so I hope to be able to submit 
some Questions if I am not here to ask them, and I thank you veiy 
much for what you are doing. 

Senator Lautenberg. Thank you very much. Senator Byrd. The 
chairman of the Appropriations Committee has long been a vision- 
ary about our country and about the things necessary to keep it 
great. When Senator Byrd talks in terms of children and grand- 
children of future generations, that is the final test of the programs 
we initiate here. It reminds me of a stoiy about two men who work 
on the hi^way, and the first man is asked, ''What are you doing?* 
He savs, ^Vhat am I doing? I am standing here in this hot sun and 
I am oreakine concrete and digging holes and sweating and getting 
fatigued." And when the same question is put to the ottier one he 
says, ''I am building the connection between two great cities in 
America through which commerce and goods will flow and build a 
future for my children and their children." And Senator Byrd sees 
infrastructure framed in the same reference, with a visionary's look 
at what it takes to make our country competitive and improve the 
quality of life and protect this country, tms earUi, for future gen- 
erations, and I appreciate his very kind comments. 

Senator Byrd and Senator D'Amato, I know you also have to 
leave, but if^you can we have a few other panels that I am sure 
will be of interest. We did have Senator Moynihan here earlier. 
Senator D'Amato's colleague from New York^ and he made as usual 
some interesting statements about what this supplemental appro- 
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priaftioiis bin could and should do, and connected it directiv with 
the surfisice transportation Ull on whidi all of us here worked so 
veiy hard. TUs is a way to put some flesh on the bones of that bill, 
despite the administration's contrariness about it The President 
saluted the bill in December with the three 'T's^— photos, flourish, 
and fisnfitre, that counts as an F— and then in December and in 
January cut the brandies off the tree; so we hope this can in some 
way restore it. 

PREPARED STATEMENT 

I thank you both very much for your excellent testimony and for 
giving us your time. At this point, I want to insert Senator Sasser^s 
statement for the record, since he could not be here. 

[The statement follows:] 

Btatemxst op Sbnatob Jm Sassbr 

Good morning. I would like to oommend Chairman Lautenberg for holding this 
hearinff on increaang the Federal investment in our Natioirs infirastructure. 
Thnmmout the 1980's, there has been a decade long disinvestment in our Nation's 
critical infrastrocture network. In 1990, the total F^ral investment in infrastnic- 
tnre was appnodmate^ $26.2 billion. However, experts estimate it would take be- 
tween $1 to 3 trillion to repair our entire infrastructure network. 

Leading economists indicate that carefuUv targeted investments in infirastructure 
is vital to kmff-term economic productivity. Incrnised investment in our Nation's de- 
teriorating innaatructure will also have a positive impact on our Nation's workforce. 
Hie Federal Hi^way Administration has estimated that for eveiy biUion inverted 
in the infirastructure, 50,000 to 60,000 jobs will be created. And, in 1992, our first 
prioriWmust be the creation of jobs. 

In 1968, then candidate George Bush promised Americans he would create dO mil- 
lion new jobs in ei^t years. Before he was even elected to a first term, Mr. Bush 
appealed to the moat fundamental American tenet, that is, the *ri^t to Ufe, liberty, 
and the pursuit of happiness". The nu^rity of Americans believed Mr. Bush. Now, 
sadly, many of these same men and women already know whether they are better 
off today than they were four years ago. As the conservative columnist George WiU 
noted in a recent article in Newsweek, the President is 29,912,000 jcbB short. 

Today's hearins is necessary because the lines at the unemployment offices are 
not gettinff any snorter. Americans sufTerin^ under the grip of this recession should 
no longer be asked by the President to wait it out in the trenches. 

Dnnnff the hei^t of the Great Depression in 1933, there were 16 million Ameri- 
cans without jobs. Todi^, almost sizW years later, 16 million Americans are either 
unemployed, underemployed, or too mscouraged to sedL a job. That's 13 percent of 
our Nation's productive workforce. 

As a result, throu^out America, there is a crisis in confidence. Increasing num- 
bers of Americans have lost faith in the political process. Sadly, many have tuao lost 
faith in themselves, and in essence, the "American dream* of having a job, owning 
a home, and maintaining a family. Fifty-one percent of Americans polkd in the re- 
cent Times-Mirror survey said thev didnt have enou^ money to make ends meet. 

Today's hearing becomes an all Uie more important step towards providing assist- 
ance to many of^these victims of the recession. We in uie Congress can not wait 
for the administration to provide solutions. The administration promised in the 
State of the Union Address that the recently enacted Surface Transportation Act 
would create Ijobs, jobs, jobs". All totalled, administration officials predicted that 
the Surface Transportation Act would create 4 million jobs over six years. 

The ink was barely dry on the Surface Transportation Act before the administra- 
tion was busily preparing an fiscal year 1993 transportation budget that, in many 
ways, undermines what we in the Congress tried to do in that historic transpor- 
tation act. It is imperative that we now seek immediate economic stimulus throu^ 
increased infrastructure investment because the administration has failed to provide 
any credible evidence that it will do so before the November elections. 

A brief examination of what the admimstration proposes in its fiscal year 1993 
transportation budget is proof that we must increase our investment in infirastruc- 
ture now rather than later. Tlie administration signed into law a $151 billion Sur- 
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face Transportation Act but submitted a budget that would provide less than $180 
biUion for programs authorized in the Surface Transportation Act. 

In fiscal year 1993, the administration's transportation budget would increase 
total hifdiway spendini^ by 13 percent to $19.2 billion. However, over the^ next five 
years, ue admmistratioirs 



years, uie admmistration^s proposed budget would slash highway spending some 
$8.1 billion below that authorized in the Surface Transportation Act. Mass transit 
would also suffer its perennial assault from the White House. Under the administra- 
tion's proposed budget, mass transit spending would be cut by $1.8 billion below the 
1993 baseline. Over the next five years, the administration would out $11.3 billion 
from mass transit fiinding. 

The administration again proposes the elimination of operating assistance. Under 
theproposal, laige citie? operatmg assistance would be cut by $585 million. 

The administration proposes the elimination of operatins assistance despite the 
fact that, according to the latest census data, 77.5 oeroent of our Nation's population 
lives in metropolitan areas. And, 61.4 percent of our Nation's population lives in 
areas with populations in excess of 500,000. 

In these two critical areas of infirastructure investment— hi^ways and mass tran- 
sit, the administration's proposed budget is not a prescription for 'jobs, jobs, ^bs". 
Rather, it is a surer cause for increased layofis, congestion, pollution, and m^^er 
bus and subway fares. Our Nation's cities cannot afiord the administration's solu- 
tions. The economy and the American worker cannot afiord the administration's 
transportation solutions. 

I believe that an immediate, increased investment in infrastructure is critical to 
stimulating the economy and getting manv of our people back to work. I have devel- 
oped an economic growui package in which this inmiediate, increased infi*astrttcture 
investment is a key comjionent. I know Chairman Lautenbeig and others in the 
Congress ^are this commitment to economic productivity and growth. 

I uxk forward to hearing the testimony of the witnesses. 

PANEL 2— LOCAL NEEDS 

U.S. Conference of Mayors 

STATEMENT OF HON. THOMAS V. BARNES, MAYOR, GARY, IN 
ACCOMPANIED BY JUDITH BURRELL, EXECUTIVE DIRECTOR 

Senator Lautenberg. Now we are going to hear from Mayor Tom 
Barnes, from Gary, IN. Mayor, thanks very much. Thanks for join- 
ing us. You are here not only as the Mayor of Gary but also rep- 
resenting the U.S. Conference of Mayors. We appreciate your being 
with us. We do have a rule. We have a 5-minute light. It often gets 
ig^iored, but we would ask if you can summarize your statement we 
will take the full statement and put it in the record. 

With that, thank you very much again. 

Mr. Barnes. Thank you, Mr. Chairman, very much. To the com- 
mittee members here I am certainly honored to be here. I am also 
accompanied here by Ms. Judith Burrell of the U.S. Conference of 
Mayors. She is the executive director, and I certainly will get to the 
meat of why I am here very, veiy quickly. 

First of all, I just want to indicate that a few months ago we had 
an advertisement that appeared in a Chicago paper — ^a number of 
Chicago papers — and it said a new hotel was going to open, and 
they needea maybe about 600 people, 1,000 people, and on a cold, 
blustery, windy day thousands of people lined up out in the streets 
to apply for those jobs. Of course, a lot of those people were from 
Gary, IN, as well. 

Just yesterday I left Gary, I left Chicago as well as a matter of 
fact, because we are part of a meeting dealing with the third air- 
port and the issue has always come up with tine thousands of peo- 
ple who might be disrupted in my city of Gary, IN, if in fact we 
were to capture this public works transportation project. 
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Hie TOaHty it that the people in my dtv and in a number of com- 
munities around there said that over the last 20 years we have 
seen in Gaiy alone some 60.000 people who have been dislocated 
not by airport, not by any public works proiect, but by the economic 
downturn. There is nothing as mayor of the city of Gary that has 
been more hurdul to me than to see a erown man or a ^wn 
woman to come into my office and say, I nave got three children 
and I need a job. 

I simidy point out these things to sav, Mr. Chairman and com- 
mittee menmers, that people in Gary, IN, want to work. People in 
this Nation want to work, but we are not here to talk just about 
a make-work prqject 

Mr. Chairman, I must commend you, as I have heard others do 
the same, because there have been a lot of bills that have been pre- 
sented before you, but with your STARTUP initiative, if you will. 
what this suagests is not just making work but making work ana 
doine some things that are urfi;ently— very ureently— -needed for 
this Nation, and certainly needed for the cm of Gary, IN. 

We, at the reouest of Chairman Sasser or the Budget Committee 
and Chairman Sarbanes of the Joint Economic Committee, were 
asked to make a report that would indicate what is it that needs 
to be done. What is it that you're talking about doing in these 
cities? You talk about you want money, you talk about this and 
that. What are you going to do with it? 

I just want to point right now, Mr. Chairman, to the first volume 
of projects that are ready right now to be done. The only thing that 
is stopping them is not having the dollars. 

They are projects that have been put aside, and they are projects 
that need to be done, and in the next volume that will come out 
in the next few days, there are about $12 million of projects for 
Garv, IN, that are ready now. The bb^eprints, if you will, are al- 
reaav drawn up. They are projects ♦o rebuild our streets, projects 
to rebuild our alleys, our curbs, projects that are going to help our 
community but also projects that are eoing to create jobs for Uary, 
and projects throughout this Nation Uiat need to be done that are 
going to create jobs in the process. 

You know, I have heard it said that cities are the cradles of civ- 
ilization. Thev are the foundation upon which our civilization has 
been made. Well, I am simplv here to say, Mr. Chairman, and I 
think you recognize it, that the cradle is crumbling, and it needs 
to be repaired, and we can do that and we can make an investment 
in our Nation that will pay off now and pay off for the future. We 
need it rig^t now. 

The amazine thine is th"^ tlie dollars that vou suggested in 
terms of the STARTUP are the kinds of dollars that are suggested 
by the reports we have gotten back from mayors of cities saying 
that these are things we want to do rig^t this moment, so I am 
simply here to support your initiative, to urge that we give it the 
most serious consideration, because there are an awful lot of people 
in this Nation that are depending on it, and I think there are fii- 
ture generations that are eoing to need streets that they can drive 
on, they are going to need sidewalks that they can walk on, and 
going to need sewers and what have you to handle some of the en- 
vironmental problems of our cities. 
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Mr. Chairman, I want to thank you and the committee members 
who are here, and certainly would entertain any of your questions 
that you have. 

Thank you. 

PREPARED STATEMENT 

Senator Lautenberg. Thank you very much for your compelling 
statement, Mayor. As I stated earlier, your complete statement will 
be inserted in the record. 

[The statement follows:] 

dTATBMBNT OP MAYOR THOMAS V. BaRNBS 

Mr. Chairman and members of the subcommittee, I am TliomaB Barnes, mayor 
of the city of Gaiy, Indiana. Thank you for inviting me to share my thouf^ts with 
you on transportation and infrastructure needs in the Nation's cities and in my own 



cily. 
I V 



would like to take this opportunity to address several related topics on behalf 
of the United States Conference of Mayors: (1) The chairman's Urgent Supplemental 
Appropriations Bill for 1992; (2) the transportation and infrastructure ccmoems that 
mayors have for all our Nation's cities; (3) data we have compiled to document dties' 
outstanding infrastructure needs and the antirecession jobs impact that addressing 
these needs can have in spurring economic recovery and long-term econo m ic seca- 
rity; and (4) a seven-part program proposed by the Nation's mayors to address some 
of the immediate problems exacerbatea by the current serious recession. 

I will also take this opportunity to discuss the Conference of Mayors' perq>ective 
on the administration's transportation budget proposal for 1993, and to share with 
you theperspective of the city of Gary on each of these matters. 

Mr. chairman, please allow me to take a moment to personally thank you for 
your interest in the needs of the Nation's cities. As you Know, the United States 
Conference of Mayors represents cities of populations over 30,000. In 1992, that 
comprises over 1,000 cities in this country, and the bulk of the Nation's people. 

V/nen mayors gathered here last mondi for our annual Washington winter meet- 
ing, several important things occurred: (1) We heard from the Plnesidential can- 
didates; (2) we celebrated the passage of the Intermodal Surface Transportation Ef- 
ficiency Act of 1991, now known as ISTEA; and (3) most importantly for toda/s 
topic of discussion in this hearing, we reached a bipartisan consensus to urge all 
oryou, as Members of Congress and our Federal leaders, to help turn the Nraon's 
recession around, to put people back to work by passing stimulus legislation with 
a seven-part initiative. My prepared statement includes a one-page summaiy of that 
initiative, which I offer for your consideration and ask that you make a part of the 
record for today's hearing. 

I know that a number of biUs have been introduced in the 102nd Cong^ss to pro- 
vide the needed economic stimulus. I am here most important^. Chairman Lau- 
tenbeig, to applaud your contribution to this group of proposals, the Supplemental 
Transportation Appropriations Reinvestment to Upgrade Productivity (OTARTUP) 
Act of 1992, whidi yciii developed in consultation with Chairman Moynihan of the 
Transportatk>n and Infrastructure &ibcommittee. Your $7 billion-phis initiative and 
ito waiver of match requiremento is exactly the kind of measure we need to get the 
economy moving and to return Americans to work now on projecto of feng term ben- 
efit. 

We need emergency legislation yesterday to fi^t the growing problems of the re- 
cession today. This is demonstrated in the survey which the Cfonferenoe of Mayors 
has assembled in response to the request of Chairman Sasser of the Budget Com- 
mittee and Chairman Sarbanes of the Joint Economic Committee to report to Con- 
gress on projecto which are 'Veady-to-go" if Federal funding is made available to put 
people back to work now and rebuild the Nation's infrastructure base in our dues. 

liiis report represento a group of public works projecto that are truly 'Veady to 
go." Many have been sitting on a ^elf because funding could not be secured, and 
many are what can truly, and unfortunately, be called "deferred maintenance." They 
are not a wish Ust; but are projecto which have been unavoidably moved down the 
list of priorities over the last twelve years as Federal funding has fallen, Jobs dis- 
appeared and Stote and local tax bases eroded trying to make up the differenoe. 
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Ctminum Smiw md Sibii— iriwd nyHrori to ^6&nUfy thdm riUl pwjecU, their 
total ooflt, how much money could be ueea right away if Federal aid were made 
avaOable, *nd how many ioba theee projects would create. 

Mr, Chainnan* the ooiuerenoe received eorvey reeponeee from over 600 dtiee. Vol- 
ome I, wfaidi is before yon, contains data from the first 306. It lists 4,643 projects 
as Veady to gcT; $8.6 bOUon as ready to be spent immediately in 1992; and 280,600 
jobs ne ede d to woik on these prefects this vear. I believe that it is significant that 
your fiscal 1992 sapplemental package is m this range with regard to both scope 
andfecna. 

Tliia Frid^r, P^raaiy 28, the conference will release a second volume of suirey 
responses, so aU of these statistics on projects "reac^-to-go" wiU increase. We hope 



thfl«e docnments will assist vou in vour eflbrts by providing ammunition that you 
need to move an emeigency jobs bill and uigent 1992 supplemental imropriations. 

We stand ready to help you on this in any way we can. It is of vital importance 
to uxban and suburban American cities— we are all hurting. In Gaiy, we have iden- 
tified ten important fiscal 1992 prqjects totalling $3.6 million which could be under- 
taken immediately if Federal assistance is made available, and which would (nxivide 
over 70 new jobs in the dty. I have induded this list as a representative sample 
of the many urgent projects whidi dties have 'Veady-to-go." vie hope that your 
STARTUP initisiive and others to provide 1992 stimulus spending to support mean- 
ingfii], productive jobs will be the subject of serious consideration and action this 
year, 

hei me now move on to briefly discuss the administration's proposed Department 
of Transportation budget for fiscal 1993: The Conference of Mayor's general policy 
on the 1993 budget has been well publicixed, so I wiU focus my remarks on the 
heart of the issoef 

The waUs set up by the 1990 budget summit agreement between domestic discre- 
tionary and defense accounts must be removed now. There should be no restrictions 
on the use of milituy savings to meet the vital needs of this country throu^ Fed- 
eral domestic spending, which has been deferred long enou^. 

As a civilian adviser to the Secretary of the Army I am a supporter of a strong 
and smart military and defense policy. But we should all recognize that while de- 
fense ftinding has allowed a successful end to the cold war, this success has come 
at the price of postponed domestic improvements and deferred basic maintenance 
of oar pnysical infivstructure. The budget agreement walls should not stand pat for 
1993 or even 1992 in U^t of the changed international ntuation and the real needs 
of oar country. 

In addition, the Presid ent's proposed spending for the first year of the new trans- 
portation bill, the ISTEA, inappropriatelv discriminates against transit projects, at 
a time when mayors and dties believed that a historic new consensus had been 
fomd for a new transportation focus in this country. 

ounply put, the admi nistration's proposed budget for mass trannt programs in fis- 
cal 1993 IS wholly inadequate and terribly disappointing. It would reduce 1993 
spending to levels 20 percent lower than the levels vour suocommittee and the Con- 
gress appropriated in 1992, and a full 40 percent lower than the levels authorized 
m the groundbreaking new ISTEA which the President signed in DaUas bare^ ten 
weeks ago. 

Bfr. Chairman, I know you are weU aware of the need for this oountiy to develop 
transportation to move more people more effidently, and of the many difficulties in- 
volvea in moving our culture away from idolizing the single occupant vehicle method 
of travel If we are to meet the urban air quaiitv standards set by the Clean Air 
Act, and if we are to fulfill the commitment we snare to iin|>rove the quality of life 
for our conmninities and our people, then the Federal funding commitment to mass 
transit nmst not be diminished for years to come. But this commitment certainly 
cannot be nedected now, as we bc^In the six years of ISTEA, which promised to 
double Federal investment in modem, effident mass transit and intermodal systems 
during the authorization period. 

I hope that the subcommittee and the Coiigress will again reject this administra- 
tion's railed approach to the transit fundinff issue, and again provide the leadership 
which is necessary if we are to meet the challenges we face m achieving the ^oals 
of the Clean Air Act in urban areas. Expanded transit funding is good environ- 
mentalpolicy, good urban policy, and good economic policy. 

Mr. Chairman and subconmiittee members, mayors are eager to work with you 
in your difficult task of allocating what are always scarce resources, and your efforts 
to provide immediate infrastructure investment and jobs to spur the expansion of 
those resources. I appredate the opportunity to address you today, and look forward 
to responding to your questions. 
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Thb Unitbd States Confbrbncb op Mayors' 1992 Emsrgbncy Jobs and Aim- 
Rbcbssionaky Inittativbs 

sbvbn action itbms 

1. Taneted Fiscal AssisUmce, $15 BiUion.—An anti-reoessionaiy stimulus ini- 
tiative of direct aid to cities based on factors of fiscal distress and local unemploy- 
ment. The fbnds should be targeted to the areas of public safety, public woiiLS, infra- 
structure, housing, education and/or social services. 

2. Public Works, $6 Billion, — ^For urban and suburban projects that are ^readly to 

go." 

3. Community Dwdapmsni Block Orant (CDBO).— Cities could effectively utiUxe 
at least $6 billion (200.000 estimated jobs). Certain regulations should be waived 
to facilitate quick use or the funds. 

4. Transpartatian, $4 Bi^ion.— Exempt the non-federal share for fiscal year 1992 
transportation projects and waive federal mandates requiring environmental and 
wetlands review for fiscal 1992 to accelerate implementation of the new transpor- 
Ution bill. 

6. Job Training Partnership Act, $2,8 Billion, — $300 million would go for summer 
vouth jobs to restore cuts and provide sunmier emplo^ent to inner-ci^ youth: $1 
billion would be used to provide employment and training services to income-eligi- 
ble, unemployed young people and aduits; $1.6 billion would provide training and 
retraininff services to dislocated woriLers and short-term employment, with one-half 
of the additional fiinds earmarlLed for work experience. 

6. Low-Interest Small Business Loans, $2 Billion. — ^For low-interest bans to small 
businesses locating in urban areas. 

7. Extend Home Funding Match.— Extend the fiscal year 1992 waiver of the 
HOME Investment Partnership (HOME) state and local match throu^ fiscal year 
1993. 

BUDGET ENFORCEMENT ACT CHANGES 

Any successful stimulus package must confront the critical component of the 1990 
budget agreement, namely, the so-called '^rewalls" which prevent the transfer of 
defense savings into domestic investment. The Conference has spearheaded an effort 
over the past several months which has resulted in a legidative efilnrt to have the 
following investment principles incorporated into a stimulus program. This effort 
has currently attracted the support of over 108 national orgudzations. Hie prin- 
ciples are: 

C^onflnress and the Administration should reduce defense eiqpenditures in fiscal 
year 1993 significantly below the levels projected in the President's fiscal year 1992 
live-year plan. These savings should be used for needed public investment that can 
redress unmet domestic needs, build human capital and promote k>ng-term economic 
growth. 

(Congress and the Administration should allow for the transfer of fimds ficom de- 
fense to domestic discretionary spending prosrams in fiscal year 1993, while main- 
taining the overall deficit reduction goals set forth in the budget agreement. 

(Congress and the Administration should not use defense savings or other diacre- 
tionaiy fbnds for tax cut purposes. Instead the CSongress and the Adminiatratbn 
dbould finance any personal income tax relief package by shifting the tax burden 
to upper-income tfucpayers. 

GARY, IN, ENGINEERING DEPARTMENT 

T.i» tj — '--> •* ' * -» — 1-^- -. Tow ooM of Funof nMOM n NlMMf 01 ivR 

lypt 01 pro|Mi (OHM OMonpnni pni^ 19K Jobiomlid 

Pavwnsnt rehaMftation streel/aly fssurfactng $1,100,000 $1,100,000 15 

DIchn cleaninoftuMBrt raplaoemert-cauBed by flooding in the 

oommunky 480.000 240.000 10 

Pubic buikfng offioes rehabiiation^novatbn onginoerini^Goundl 

offiuAmf (topsftnontfconliQllBr's ofRos 400.000 

AOA-frM barrier aooeae mmp-publc buldinQS 150.000 

Traffic hazard guardraMgnal inatalalion 100.000 

Fedifal aid urban highiMay projects! 

SbMl Nghtino project Virginia SbMt from 4th to 26th Ave- 
nue „ 350.000 ....M.. 

20 percent local share 70.000 
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DOUBI£-EDGED BENEFIT OF PROGRAM 

Senator Lautenberg. Mayor, you, to use the expression, kind of 
put the rubber to the road there when you talk about the people 
who 80 desperately need work, and at the same time we get a dou- 
ble-edged benefit from this program because we improve our long- 
term capacity to compete and to be more effective. 

All of us are pained by what looks like a second-rate America at 
this point in terms of our economic leadership. If there is one thing 
that we can do to change that picture, it is to make sure that our 
infrastructure system is workine and that our people can get back 
and forth to work, that we conform to the Clean Air Act, that we 
conform to the Americans With Disabilities Act, and that we im- 
prove the quality of life instead of having people sit in traffic. 

One thing I have noticed is that, despite the fact that we have 
fewer people going to work, I do not see a significant difference in 
the lack of congestion, certainly not in my area, and as I under- 
stand it in other crowded areas of the country. 

So we thank you verv much, Mr. Mayor. I have looked at your 
biographical sketch and I see that you are 1 of 11 children, who 
went on to distinguished universities to get your doctor of jurispru- 
dence degree, having done it the hard way and setting an example 
for so many of our young people. 

Mr. Barnes. Thank you. 

Senator Lautenberg. What we have to do is simply supply the 
tools, so that is a poignant reminder, your own background and the 
statement that you made. 
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U.S. CONFERENCE OF MAYORS ESTIMATES OF READY-TO-GO PROJECTS 

AND JOBS 

You held up that volume. If I did not see the cover I would have 
thought it was a telephone book) but you said that is just volume 
1. Wnat are the results of that survev? How much could the cities 
be ready to spend immediately in 1992? How many jobs might we 
be looking at that could be created over the next years? 

Mr. Barnes. Let me show this veiy, very briefly. It represents 
the first compilation, as I indicated, of jobs ready to go. It contains 
a listing of 4,543 projects in 305 U.S. cities. Tne total multiyear 
cost of these projects is $18,201,129,196, a total of $8,574,000,000 
is needed to get these projects started in 1992. If funded in 1992 
a total of 280,500 jobs could be generated by these projects this 
year in 1992, and this is volume 1. 

Senator Lautenberg. Is volume 2 on its way? 

Ms. BuRRELL. Mr. Chairman, the president of the Conference of 
Mayors, Boston Mayor Rav Flynn, will release volume 2 this Friday 
at the National Press Club at 12 noon, and I can tell you that over 
200 cities will be added to this list and over 2.000 projects will be 
added, so siepificantly increasing the amount of money that mayors 
believe can oe spent right away in 1992 if there was a system to 
provide it. 

Senator Lautenberg. These are for projects that have already 
been analyzed, examined, and reviewed. They are ready to go. 

Ms. BuRRELX.. The question we asked our mayors was, what 
projects have been sitting on the shelf, that is, oesign and engi- 
neering complete, and all but for funding could be put into imple- 
mentation right away, and the response I can tell you was over- 
whelming. 

Senator Lautenberg. The fact that we are asking for a waiver 
of local or State match with this program, I think, is a veiy signifi- 
cant boost as well. 

Mr. Barnes. Mr. Chairman, could I mention just one other thing, 
too? To take Gary as an example, we have $12 million in projects 
that would be included in the next volume. 

Senator Lautenberg. ^A^at is the size of Gary? 

Mr. Barnes. We have 121,000 people from a high population of 
185,000 about 15 years ago, but we have included in this survey 
12 million dollars' worth of projects, but we have not included all 
projects. We have an equal amount, a $12,500,000 sewer project 
that must be done for part of our community that is really almost 
rural in a sense. 

We are proceeding right now with bonds in order to do that, so 
I am simply suggesting that just as other cities that are reported 
here, we are not coming in and saying that the Federal Govern- 
ment has to meet our needs. We are saving meet us halfway, be- 
cause we have got a lot of these, but this is what we need from 
you to help us really put some of these things together. 

EFFECTS OF FURTHER DELAY ON PROJECTS 

Senator Lautenberg. In the analysis that went into volume 1 is 
there any indication how long some of these projects have been de- 
layed? 
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Ms. BuRRELL. We did not specifically ask that question, Mr. 
Chairman, but in phone conversations with a number of mayors' of- 
fices I can tell you that some of the conversations spoke to that 
question and the responses were incredible. 

There was one city in Oregon that had had a project on the shelf 
for 15 vears because they could not identify fundmg and move it 
forward in that time, so there is an implication there that there 
has been significant adverse effects because of tiie decrease in Fed- 
eral fimding that cities have received over the last 10 to 12 years 
in a number of areas and also the competing interests of what 
needs to be met in terms of cities' priorities and what they had to 
defer in order to meet other, even more immediate services at the 
time. 

Senator Lautenberg. Mayor, what mieht be the effect on life in 
the cities if these projects continue to be delayed? 

Mr. Barnes. Let me share this as a backdrop on what was just 
indicated on the length of delay. Just last year, 1991, we finallv 
finished a proiect that the engineering had started on in 1976. We 
just completea that project. This is the Grant Street project, the 
first phase of the Grant Street project. 

Liet me say what has hapnened as a result of that in Gary. If ^ou 
come to Gary, IN, now and come down Grant Street, and it is a 
city, incidentally, where my folks — ^my father is 82, my mother is 
SO^ears old, but they happen to have a business on that street, 
and it is the business I came up in fixing washing machines a few 
years ago, but they still live on that same street. 

But ourine the first phase of this Grant Street project that had 
been delayed all that time has been a revolution. We have seen 
businesses — ^we have had about three new businesses to locate on 
that street We have seen homeowners begin to spruce up their 
properties. My folks have painted their house again, fixed thbir 
steps and what-have-you. If you would see it, just to see the kind 
of spur to the economy that this kind of investment does, it is truly 
amazing. 

So I am suggesting that not only do we lose that when we do not 
move on these projects, but we also lose a lot of your economy, a 
lot of the movement of your trafiic, a lot of opportunities are being 
lost as a result of us failing to meet a lot of tnese projects. In addi- 
tion, some of them directly impact on health issues and they need 
to be met. 

Senator Lautenberg. Thank you very much. I come firom the 
State of New Jersey, the most densely populated State of the 
Union, and I was bom in Paterson, a city, now of I guess about 
150,0()0 people, about the same size as Gary, an industrial city, 
with deterioration taking place over the years. And the ray of hope 
there is that there is a major new highway coming into the city so 
that people can get to work. Improvement m transit systems is also 
essential. 

And we face a disaster in cities like that if we do not have the 
means to eet back and forth to work, and to have a decent lifestyle. 
Get rid of the congestion in the streets so the young people there 
do not have to breathe toxic fumes all the time. Mr. Mayor, thank 
you very much. 

Senator B)rrd. 
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CATEGORIZING PROJECTS 



Chairman Byrd. Mr. Mayor, thank you for appearing before the 
committee, and I also thank the lady. How would you categorize 
these various projects, if you will? How would you break them 
down into categories and prioritize them? 

Mr. Barnes. I think that these infrastructure projects, if we look 
at the ones simply from Gary because these are tihe ones I am most 
familiar with. Pavement rehabilitation, street and alley resurfisicing 
are important because we have had— just again last year, one m 
our streets, the underwash of our sand foundations broke through 
and we had a car — ^the street literallv caved in. 

So these are things that have to be done right now. In the area 
that I indicated that we are going ahead to dfo ditches, this is an 
area called a black oak community. It is a rural area, but they do 
not have sanitary sewers and they do not have sewers to get water 
out of the community, so we use aitches to go to the river. We need 
to resolve that issue, so even for right now, of course, we need the 
cleaning, ditch cleaning efforts, to put culverts in. 

The ADA Act has required us to deal with some of the issues rel- 
ative to making our streets, our curbs, our buildings, barrier-free. 
Those are things that need to be done right now. The highway 
projects, we have street lighting projects on one of our m^jor 
streets, that needs to be done. We have a railroad bridge in Indi- 
ana Harbor, that railroad needs to be repaired, we cannot hardly 
use it, as a matter of fact. 

The Grant Street Project I just talked about again is a three- 
phase project. We have completed one phase of it. There are two 
other phases that we need to complete. Our Burr Street, which is 
one of the busiest interchanges just off of 80/94, the busiest high- 
way in the Nation, just about, that needs to be — the preliminary 
engineering work, the design work has all been done. We are ready 
to go on it. That needs to be moved on. 

Traffic signal modernization. These are the kinds of projects, if 
vou will, and to suggest even the priorities in them is very (ufficult, 
because all of them are affecting some vital parts of our city. And 
they do not really represent nearly what all needs to be done, but 
these are the areas that we have already done the work, and we 
have got it sitting right here, at this point collecting dust, quite 
frankly. 

Chairman Byrd. I wonder if the cities were to receive some help 
of this kind, if it would free up other funds which those cities 
would use for projects and programs that might not be as note- 
worthy as these, but which would be leaf-raking projects, or make 
jobs for people. You have indicated these are not leaf-raking jobs. 

Mr. Barnes. Yes. 

Chairman Byrd. What would be your assurance that these mon- 
eys would not in turn free up moneys that you otherwise were not 
able to use right now for those types of programs and projects? 

Mr. Barnes. Right. 

Chairman Byrd. Do you have any suggestions as to how Con- 
gress could be assured tnat by providing moneys for these very nec- 
essary projects 
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Mr. Barnes. Senator, I would say this. That in the 5 years, or 
4Vi years, I guess^ that I have been mayor of Gary, IN, we have 
come into a situation where we are so woefully dencit in so many 
ways, when we find it difficult to even attract police and firemen 
because we are not able to pay wages that are competitive, or to 
deal with some of the other needs that they have in some or these 
vital and critical professions, when we have had to just finally — 
we have been able to work out a solution to our landfill problems 
that have been burdening us down for some 12 years because we 
did not have the kind of ooUars that were necessary to put an oper- 
ation into effect that would meet State guidelines and EPA guide- 
lines. 

So I am simply suggesting that we feel confident about the fu- 
ture because we are going to work and make it happen. But we, 
in a sense, have not gotten to a point where there are any luxury 
dollars, and they would not even be luxury dollars even with the 
kind or help that we are suggesting. But what it would do is help 
us build, rebuild this foundation in order that at some point we can 
deal witn some of those things. 

Our people in Gary have gotten — ^to some extent, they have got- 
ten accustomed to the fact tnat many of the perks, if you wilL of 
quality of life are not exactly there like they used to be. But they 
are willing and they are patient and saying if we can just kind of 
do some of these things to put us back at a level where we can 
begin addressing some of the real quality of life items, we are will- 
ing to be patient to do that. And I think we have got a good com- 
munity and a strong community, and they have snown an ability 
to do it. I think most cities are like that. 

There really are not any extra dollars out there. There are not 
really any extra dollars, quite frankly, that are available. And even 
with these dollars, there are going to be critical needs that are 
going to be met with them. 

Chairman Byrd. One of the concerns that I have about the tax 
cut plans that have been floating around, is that there is so little 
to be spread around among so many of tne middle class, that the 
tax cut that the middle class would receive would not be very much 
noticed. And aside from the fact that most people would see this 
as electioneer politics, that the States, counties, and cities would 
then, perhaps, raise their revenues, their taxes. The middle-class 
taxpayer would then say well thank you very much for your tax 
cut, but it has not done me any good, the States, counties, and 
cities have, in turn, raised theirs now. 

I have not decided whether I will vote for such legislation or not. 
It would depend upon the form and a good many things. How do 
you see, ana how ao your people in your city with whom you talk 
every day, how do they feel? This is getting a little bit aside from 
the direct thrust of this hearing, but what do they say about a tax 
cut? Would they rather see that money spent on infrastructure, 
human and physical, where it will hopefully put some people to 
work. 

People want jobs and they are not going to benefit very much 
from a tax cut, especially those who do not have jobs. They want 
jobs so that they can pay taxes. They want to be taxpayers. Now 
if you care to comment on that. Also, you commented already on 
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whether or not the money that would be freed up would be used 
on other projects which might be luxury projects, to use your 
words. Also, address the possibility of either permitting you to raise 
other revenues or lower other revenues, in the event there were to 
be some program worked out whereby the cities could be helped 
from this end. 

Mr. Barnes. I think on the first issue— of course I am certainly 
not an economist, but I get enou^ of a feel from people that dove- 
tails exactly with what vou have indicated. I think I have seen peo- 
ple who have supportea tax cuts. Through my eveiyday discussion 
I have seen them who recognize other measures that might be 
helpful in terms of stimulating the economy. 

But the kev thing, the overriding thing that must be done, and 
has to be, I think, a priority, has to be this notion of creating jobs, 
and jobs that are going to provide some suggestion of stabiO^. It 
has to be something where a person kind of feels they are going 
to be able to work tor the next IV2 or 2 years, or beyond; a period 
of time that people can feel they have something that they can plan 
from. 

Because it is a thing that— even with a family that I came up 
with, we did not have to live with that. When I came out of school 
my father convinced me to go on to college. And I told him I want- 
ed to just go ahead and sign up, I was 17 years old, sign up to go 
into the steel mill. Well my dad said he did not want me to go into 
the steel mill, and so he sighed. 

I was not thinking, I was not intelligent enough to know that I 
could have stayed out just 2 more months because of my birUiday, 
I would have been 18, and my daddy would not have had to sign 
for me. But my daddy said, Tou are going to stay 6 months in col- 
lege and then if vou want, I will go ahead and sign up for you.* 
Well since he tricked me into doing something that was at a higher 
level, in a sense. But now we do not have that luxury. No way in 
my lifetime, we would have thought that we would have seen those 
smokestacks out there shutting off, where we would not have those 
kinds of jobs, no way. 

So that is the thing that is overriding. If I talk about 98 out of 
100 people that talk with me, when it comes to issues relative to 
the economy, relative to this, they are talking about how can I get 
a job for myself or get a job for my children or some neighbor or 
my husband or my wife or someone. That is the bottomline issue, 
and there is nothing really that supplants it or even comes close. 
Quite honestly. Senator, nothing whatsoever. 

Chairman Byrd. Thank you, Mr. Chairman, thank you. Mayor 
Barnes. 

SUBMITTED QUESTIONS 

Senator Lautenberg. Thank you. Senator Byrd, Mayor Barnes. 
Thank you, Ms. Burrell, for being with us. We appreciate your tes- 
timony and the very significant statements that you have made. 

[Clerk's note. — ^The following questions were submitted to the 
U.S. Conference of Mayors by Senator Sasser subsequent to the 
hearing:] 
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Questions SusicrmD by Sbnatob Jim Sassbr 

Senator Saster. The Adminietration's fiscal year 1993 Budget again propoaet the 
elimination of operating aaiiatance for areas with populations in excess or 600,000. 
As I indicated in my opening statement, according to the latest Census data, 61 A 
percent of the nation's pooulation lives in areas over 600,000. Behind the numbers 
are people with real problems, trying to make ends meet. Would you describe for 
the SuDoommittee the impact of the pro p os e d transit cuts on the poor, the elderly, 
and other groups? 

Answer. The transit cuts proposed by the Administration's fiscal year 1993 Budg- 
et would be devastating for cities in their struggle to improve the quality of life for 
the poor, elderly, and woikers in congested areas, who must use public transit. It 
would also greatly impede cities' abilities to meet Clean Air Amendment deadlines 
for attainment. 

Mavors welcomed the opportunity to celebrate the passage of the Intermodal Sur- 
face Transportation Efficiency Act— which is the single most important piece of in- 
frastructure legislation coming from Congress in the decade of the 1990^. We cele- 
brated the passage of this historic legislation during the United States Conference 
of Mayors Winter Meeting, which was held this past January here in Washington. 
We celebrated because the potential and the promise of that legislation to signifi- 
cantly address the needs of^our constituents tnrou^ comprehensive planning was 
a breakthroudb for Mayors and their city residents. For the first time, we could de- 
fine the mobility needs and the environmental quality-of-life needs of residents in 
cooperation with the federal ^vemment. 

When the President described the historic legislation in his State of the Union 
speech, he spoke to the vast sum of money that had been agreed to as $151 billion. 
However, when the Administration's bud^t was released the next day, the budget 
allocations for mass transit were whoUv madequate, thorou^ly disappointing, and 
a shodc that broke the promise of the legislation, which was signed a mere month 
before. 

For cities, mass transit operating assistance, whidi took a significant hit, provides 
invaluable help, as we strive to maintain services during recessionary times. When 
federal operating assistance is reduced, it creates a domino-effect of reduced services 
for transit systems. That reduction in service then places pressure on state and local 
governments to make up the difference. Durinff the 1980's, when federal mass-tran- 
sit aid was reduced by over 50 percent, local governments helped meet that dif- 
ference. But local governments have run out offiinds that allowed that difference 
to be met. We have called on Congress to restore the federal local partnership and 
th^ responded admirably throu^ ISTEA. 

On benalf of The United States Conference of Mayora, I urge you to restore the 
proposed cuts to the levels authorized for the federal mass transit programs by the 

Approximately 6800 transit jobs are supported with every $100 million of federal 
mass transit operating assistance that is received. The implication of the Adminis- 
tration's fiscal year 1993 Budget cuts for mass transit operating assistance is service 
cuts for poor, elderly, and other residents who are transit dependent, and potential 
job cuts because funds to maintain operations and ser^ces are not forihcommg. 

Senator Sasser. Approximately what percentage of your total ridership are poor, 
elderly, or socially disadvantafleo? 

Answer. Poor, elderly, and oisadvantaged citizens in Gary, Indiana, represent the 
overwhelming percentage of our transit riderahip. Gary has lost jobs, revenues, and 
people throu^ the I9&bs as the nation's steel industry has been drastically down- 
sized and restructured. Many people seeking woiiL and better economic opportunity 
have looked elsewhere. In our City, the resulting percentage of transit ridera who 
are peer, elderly, and otherwise disadvantaged is so high that it approadies 100 per- 
cent. 

During this same period, the continual assault on transit assistance which has 
been prosecuted by the executive branch of the Federal government since fiscal 1981 
has drastically impacted the capacity of local governments to provide crucial transit 
service to these citizens who depend on it most. 

Poor, elderly, and disadvantaged people are among the most transit-dependent 
citizens in most American cities, includmg Gary. Increased Federal transit assist- 
ance is the essential link in helping local governments and Mayora in providing cru- 
cial mobility, access, and economic opportunity to these citizens who need these op- 
portunities the most. The cuts proposed in the Administration's fiscal 1993 budget, 
20 percent below current 1992 levels, and 40 percent below levels authorized by the 
historic Intermodal Surface Transportation Efficiency Act signed by the President 
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barely ten weeks ago, would hurt disadvantaged transit-dependent dtiiens the 
most. 

panel 3— labor 

Building and Construction Trades, AFL-CIO 
ft 

STATEMENT OF ROBERT GEORGINE, PRESIDENT 

Senator Lautenberg. We are going to hear now from Mr. Robert 
Georgine, the president of the building and construction trades for 
AFlr-CIO. We welcome you, Mr. Georgine. Thank you for your pa- 
tience. Unfortunately, with this chairman, things do notget easier. 
You still have 5 minutes to summarize your statement. We will not 
bang the gavel if it is 6, but we hope that you will be able to sum- 
marize your statement. We will take the full statement for the 
record, as it is written, and invite you, with that. Bob, to eo ahead. 

Mr. Georgine. Thank you Mr. Chairman, Senator Byrd. As you 
have already said, my name is Bob Georgine and I represent the 
building and construction trades department of the AFL-CIO, 
which represents a little over 4 million construction workers in the 
United States. And I am here on behalf of those 4 million workers. 
I will summarize my statement as quickly as I can. 

Mr. Chairman, employment in the buildine; and construction in- 
dustry is typically sporadic, and employees n*equently change em- 
ployers in order to obtain work. Because of these characteristics, 
the national unemployment rate in the building and construction 
industry is generally more than twice that of the rest of the 
nonfarmine economy. The Bureau of Labor Statistics reported that 
the unemployment rate in the construction industry has reached 17 
percent, seasonally adjusted, while the civilian unemployment rate 
remained at 7.1 percent. And BLS also reported that tne number 
of unemployed construction workers reached approximately 
1,010,000 in January. 

But that really does not tell the whole story, because the unem- 
ployed workers that have been unemployed for a long period of 
time are not even counted. Those that are underemployed and 
work a couple days a month never make the unemployment rolls, 
and they are not counted. And when you look at 1 million-plus that 
the Labor Department admits are not working, what we really 
have is about a couple million who are either unemployed or under- 
employed. 

Chairman Byrd. Mr. Georgine, are those figures seasonally ad- 
justed? 

Mr. Georgine. Seasonally adjusted, yes. Senator. So that the pic- 
ture is really we are in a crisis right now. So for this reason I ap- 
preciate the opportunity to speak in favor of S. 2169, the STARTUP 
Act of 1992. Our Nation's reduced capital investment in the infra- 
structure over the past 20 years has permitted foreign competitors 
which have invested in their own futures to far surpass our pro- 
ductivity growth. By the same token the reduced productivity 
growth in the United States over the last two decades coincides di- 
rectly with our reduced infrastructure capital investment, and the 
decline in real wages. 

Nevertheless, some might say that we cannot afford to make the 
additional investment in our infrastructure, and I say we just can- 
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not afford not to make such an investment. What should be fully 
understood is that investment in the infrastructure does not com- 
pete with all other financial needs of the Nation. It is an invest- 
ment in the future, and unlike the economists that were here we 
say that for every dollar you spend in this kind of construction, you 
get about a $10 pavback. 

On December 18, 1991, the President signed into law the $151 
billion Intermodal Surface Transportation Infrastructure Act of 
1991. Havine the bill signed into law certainly is good news for the 
workers in tne building and construction industry. However, the 
funds appropriated under the act fall far short of what is required. 
The Department of Transportation has estimated that the total 
cost of just repairing deficiencies on migor highways, as of the end 
of 1989, is at least $400 billion. Repairing bridges would cost $91 
billion. Appropriations under the act are substantially lower in fis- 
cal year 1^92 than in later years. 

Furthermore, as I said, unemployment in the building and con- 
struction industry has become acute. Even though it is estimated 
that the Intermodal Surface Transportation Act of 1991 will create 
about 1.3 million onsite construction jobs, and approximately 4 mil- 
lion total jobs, much of this economic stimulus will not occur until 
after fiscal vear 1992. And it is clear that we need an economic 
stimulus rigtit now, a sort of jump start of the economy. 

S. 2169 addresses all these problems. It would immediately cre- 
ate thousands of additional jobs in the construction industry. It 
would contribute to correcting the deficiencies in the Nation's infra- 
structure and it would increase our national productivity through 
investment in our transportation system. 

Therefore, it is clear that the investment in our infrastructure 
pays substantial dividends in several ways. How do we pay for the 
investment? There are a number of sources that we already have 
over $10 billion sitting high and idle in the highway trust fund and 
one-half of the 5-cent-per-gallon gas tax passed in 1990 has been 
diverted to reduce the Federal deficit. By using this money to 
shield the deficit, we are neglecting the need to invest in rebuilding 
our national infrastructure. We are cutting short the one tried and 
true path to economic prosperity. 

The hi^way trust fund with its mass transit account contributes 
not one cume to the deficit, and it provides a stable and predictable 
source of funding on an equitable basis. The fund has had an im- 
pressive track record since it was created in 1956. While income to 
the trust has generally increased over the years alone with earned 
interest, a laree balance exists mostly because of the riinds that are 
not obligated for highway transit projects. 

Congressionally established ceilings constrain the Federal funds 
available to States to spend on highway projects. In fact, of the $10 
billion balance in the Highway trust fund obligation ceilin£[s only 
accounted for approximately $8 billion of that balance. Additionally 
the funds that are restricted from obligation in one year carry over 
to the next year when newly imposed obligation ceilings further re- 
strict States from spending these funds, so consequently the mar- 
gin between funds which tne States may obligate as defined by the 
ceilings^ and the fiinds which could be available for State spending 
is creating an even larger surplus. 
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The Federal Highway Administration admits that a balance of 
some $1.3 billion is sufficient in the fund to cover any unexpended 
revenue drop. Therefore, it appears that the difTerence between the 
current $10 billion balance and the $1.3 billion reserve coidd be ex- 
pended for a one-time increase in authorizations for Federal hi^- 
way programs, under S. 2169. 

Taking the highway and the aviation trust funds off budget 
would remove the incentive for establishing obligation ceilings, 
below what the user fees will support because receipts and outlays 
of the trust funds would no longer be used for Federal deficit cal- 
culation. 

More importantly, almost all of the $7.1 billion needed to fund 
S. 2169 could be raised without competing with other deserving do- 
mestic programs for offsets among other Federal programs, under 
the 1990 Budget Agreement. 

In summary. Mr. Chairman, the building and construction indus- 
try badly needs, urgently needs a bold measure like S. 2169 and 
I cannot think of a better investment in our country. Accordmgly, 
we wholeheartedly support the bill. Thank you. 

PREPARED STATEMENT 

Senator Lautenberg. Thank you very much, Mr. Georeine, for 
your comments. Your complete statement will be inserted in the 
record. 

[The statement follows:] 

Statement op Robert A. Gborginb 

Mr. Chairman: My name is Robert Georgine, and I am the President of the Build- 
ing and Construction Trades Department, AFL-CIO, which consists of 16 national 
and international labor unions that represent over four million workers in the build- 
ing and construction industry. I am appearing toda^ on behalf of the Buildmtf and 
Construction Trades Department and its fifteen national and international afnuates 
in support of S. 2169. 

Employment in the building and construction industiy is typically sporadic, and 
empbyees frequently chanoe employers in order to obtain work. Because of these 
characteristics, the national unemployment rate in the building and construction in- 
dustry is generally more than twice that of the rest of the nonfarming economy. 
Consequently, the Department of Labor's Bureau of Labor Statistics reported on 
Februaiy 7, 1992, that the unemployment rate in the construction industiy readied 
17 percent seasonally adjusted in January, 1992, while the civilian unemployment 
rate remained at 7.1 percent. BLS also reported that the number of unemployed 
construction workers reached approximately 1,010,000 in Januarv, conmared to 
971,000 in December, 1991. So, ]^ can see mat unemployment in the building and 
construction industiy is at a crisis level. For this reason, I appreciate the oppor- 
tunity to speak in favor of S. 2169, the Start Up Act of 1992. 

The quality of life enjoyed by the great mcnority of Americans today is due in 
laige part to the visionary leaaership provided over the course of more than 200 
years m building, expanding and maintaininff a sound and extensive surface trans- 
portation system. It has profoundly changed tne way Americans live and work. 

The modem land transportation system was initiated pursuant to the Federal Aid 
Road Act of 1916. This was the first legislation that authorized substantial federal 
expenditures for hi^way transportation. The depth of America's commitment to a 
national interconnected hi^way 8]^tem came with passage of the Federal-Aid 
Hi^wav Act of 1956, which authorized construction of the Interstate System and 
established the Hi^way Trust Fund. It was the largest Midway construction pro- 
gram and, in fact, tne largest public worics program ever undertaken by the Federal 
Uovemment. 

Creation of the Midway Trust Fund allowed roads to be financed on a pay-as- 
you-go basis from a tax on motor fuels, tires, trucks, truck parts, hibricatiiur oil, and 
the use of heavy vehicles. The gas tax was increased in the 1982 Surface Transpor- 
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tatlon Act fhmi 4-oenU to 9-cenU per gallon, llie Act alio provided that l-oent of 
the 6-oent saa tax increaae be transferred to the Mast Trannt Aoooiint of the Hi^- 
way Trust Fund to finance non-hi^way uaes. 

m 1987, the Soiface Transportation and Uniform Relocation Assistance Act au- 
thorised Federal-aid hi^wav programs throu^ fiscal year 1991, and extended the 
Hi^wi^ Trust Fund throu^ 1993. 

Desptte our long histoiv of accomplishments in road-building, more than 60 per- 
cent or the miles of paved hi^ways in the United States need some form of sunace 
rehabilitation. According to uie I>Dpartment of Transportation, some 266,000 miles 
of hi^wajTS were in poor condition in 1989, and about half of the Nation's total 
hi^wav miles were at or near the point at which vehicle operations would be im- 
paiFed by deteriorating conditions. Tnirty-five percent of the Interstate System will 
nave outlived its usefiil life by 1995, and the cost of maintaining the system could 
exceed the initial $120.5 billion cost of construction. 

Currently, 39 psroent of the Nation's bridges are rated deficient, induding one out 
of every four of the 270,000 Federal-aid Interstate, primary, secondary and urban 
bridges that carry 85 percent of the Nation's trafiic. 

Congestion is a growing problem. Almost 70 percent of daily peak-hour travel on 
the urban interstate system in 1989 occurred under congested conditions. By the 
year 2005, trafiic delays caused by inadequate roads vdll cost the Nation $50 billion 
a year in lost wages and wasted gasoline. 

Airports are crowded, airways congested, and the air trafiic control system needs 
substantial upgrading to maintain safety. The Federal Aviation Administration esti- 
mates that the number of 'seriously congested" airports will increase to 58 by the 
year 2000, a dramatic increase fix>m 16 such airports in 1986, and the congestion 
will affect 74 percent of the passengers, compared with 39 percent in 1986. 

Tliese grim statistics reflect our failure to make the kind of investment in our 
basic public facilities that would enable the United States to maintain the level of 
productivity whidi we used to eigoy. The U.S. productivity rate fell from 1.8 percent 
annually in the 1960's to 0.7 percent during the eariv 1980's. 

Tliis dedine in productivity makes it even more difiicult for the United States to 
compete with other countries. The failure to improve our transportation system from 
its present state will, by 1995, reduce the Gross National Product by 3.2 percent, 
disposable income by 5.9 percent, employment by 2.2 percent, and it vrill mcrease 
the Consumer Price Index oy 8 percent. 

Our Nation's reduced capital investment over the past 20 years has permitted for- 
eign competitors whidi have invested in their own futures to far surpass our pro- 
ductivity growth. Japan, Germany, France, Italy, Great Britain and Canada have 
all invested more oi their fiscal resources on Uieir infrastructure and, as a con- 
sequence, have shown greater productivity growth. By the same token, the reduced 
productivity growth in the United States over the past two decades coinddes di- 
rectly with our reduced infinstructure capital investment and decline in roal wages. 

Numerous studies have substantiated the relationship between productivity and 
competitiveness. It has been projected bv well-rospected economists that at current 
employment rates, 20 years of an added $25 billion in infrastructuro investment will 
result in $3,200 in increased productivity per year for eadi American woricer in 20 
years, or $378 billion annually. In addition, we would have a 23 percent increase 
m the productivity growth rate from the projected annual rate of 2.2 percent to 2.75 
percent. Within 20 years, the added investment would increase corporate profit mar- 
gins up to 10 percent and create a $35 billion increase in private investment idwve 
current projections. 

Nevertheless, some mi^t say that we can not afibrd to make this additional in- 
vestment in our infrastructure. I say that we can not afibrd not to make such an 
investment. What should be fullv understood is that investment in the infrastruc- 
ture does not compete with all the other financial needs of the Nation. It is an in- 
vestment in the future. For every $1 we invest in the infrastructure, we get a $10 
payback. 

On December 18, 1991, the President signed into law the $151 billion Intermodal 
Surface Transportation Infrastructure Act of 1991, whidi covers a six-year period 
and provides $119 billion for hi^ways/bridges and $32 billion for mass transit. 
Having the bill signed into law is certainly good news for workers in the building 
and construction industiy, however, the appropriation falls far short of what is re- 
quired. As I alluded earlier, the Department of Transportation estimated that the 
total cost of just repairing oefidencies on m^jor highways as of the end of 1989 is 
at least $400 billion. Repairing bridge defidendes would cost $91 billion. Moreover, 
appropriations under the Intermodal Surface Transportation Infrastructure Act of 
1991 are substantially lower in fiscal year 1992 than in the later years. Thus, for 
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example, annual authorizations for the National Midway System will be $7.3 bil- 
lion in fiscal year 1997, but only $6.1 billion during this fiscal year. 

Furthermore, as I said, unemployment in the building and construction industiy 
has become acute. Even thoua^ it is estimated that the Intermodal Surface Trans- 
portation Infirastructure Act of 1991 will create approximatelsr 1.3 to 1.6 ndUion on- 
site construction Jobs, and approximately 4 milhon to 4.6 million total jobs, much 
of this economic stimulus will not occur until after fiscal year 1992. It is clear, none- 
theless, that we need an economic stimulus right now, a sort of '^jump-start" of the 
economy. 

S. 2169 addresses all of these problems. It would immediately create thousands 
of additional jobs in the construction industiy, it would contribute to correcting the 
deficiencies in the Nation's intermodal transportation system and it would increase 
our national productivity throu^ investment in our transportation infirastructure. 

Thus, it is dear that investment in our infrastructure pays substantial dividends 
in several wavs. But how can we pay for this investment? There are a nund)er of 
sources. I unoerstand that we already have over $10 billion sitting idle in the High- 
way Trust Fund, and half of the 6-cent per gallon gas tax passed in 1990 has been 
diverted to reduce the Federal deficit. By usmg this money to shield the deficit, we 
are nefflecting the need to invest in rebuilding our national infrastructure and are 
short-cnanffing the one tried and true path to economic prosperity. 

The Himway Trust Fund, with its Mass Transit Account, contributes not one 
dime to the deficit, and it provides a stable and predictable source of fiinding on 
an ecjuitable basis. The Fund has had an impressive track record since it was cre- 
ated in 1966. It received revenues from the imposition of a nine-cent tax on gasoHiM 
and 16 cents on diesel fuel until the Omnibus Budget Reconciliation Act of 1990 
added an additional five cents to existing fuel taxes. Unfortunately, even thou^ 
monies in the Trust Fund are dedicated to the highway and transit needs, 2V^ cents 
of the additional 6 cents were diverted to the general fiind of the U.S. Treasuiy for 
deficit reduction purposes. 

While income to the Trust Fund has generaUy increased over the years, along 
with earned interest, a large balance exists mostly because of funds mat are not 
obli^ted for hi^way and transit projects. Congressionally-established ceilings con- 
strain the Federal funds available to states to spend on hi^way projects, m fact, 
of the $10 billion balance in the Highway Trust Fund, obhgation ceilings only ac- 
counted for approximately $8 billion of that balance. 

Furthermore, the funds that are restricted from obligation in one year cany over 
to the next year, when newly-imposed obligation ceilings further restrict states fimm 
spending these fiinds. Thus, the maivin between fiinas which states may oUigate 
as defmed by the ceilings and the funds which could be available for state spending 
is creatine an even laiger surplus. 

While the Midway Account of the Trust Fund shows no unobligated balance, due 
to the existence of firm commitments of over $30 billion for long-term himwsy 
projects, this ignores the fact that projected revenue from the user taxes will likdy 
be more than enous^ to meet those commitments. 

The Federal Midway Administration admits that a balance of some $1-3 bilHon 
is sufficient in the Fund to cover any unexpected revenue drop; therefore, it appears 
that the difference between the current $10 billion balance and a $1 to $3 oilHon 
reserve balance could be expended for a one-time increase in authorizations for Fed- 
eral hi^way programs under S. 2169. 

There have been efforts in the past to enact legislation that would remove both 
the Midway and Aviation Trust Funds from the Unified Federal Budget because 
of their ever-mounting balances. Taking the Highway and Aviation Trust Funds off 
budget would remove the incentive for establisninff obligation ceilinjgs below what 
the user fees will support because receipts and outlays of the trust funds would no 
longer be used for Federal deficit calculation. 

It is outrageous to collect tax dollars under the pretense of paying for roads, 
bridges, and mass transit, and then not use the money for those purposes. The Fed- 
eral Government is breaking faith with the users of^our transportation system in 
the most grievous manner, and it appears that taking the Hi^way and Aviation 
Trust Funds out of the Unified Budget is the most efiective, ifnot the only means 
of ending this long-standing and deplorable practice. 

More importantly, almost all of tne $7.13 billion needed to fund S. 2169 could be 
raised without competing with other deserving domestic programs for offsets among 
other federal prosrams under the 1990 Budget Agreement. 

In summaiy, Mr. Chairman, the building and construction industiy urgently 
needs a bold measure like S. 2169, and I can not think of a better investment than 
in our infrastructure. Accordingly, the Building and (Construction Trades Depart- 
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menL AFL-€IO» and iU fiftaen national and international afHliatea support this 
bin. Thank you. 

NEED FOR INVESTMENT 

Senator Lautenberg. As I looked at your full text there were 
some almost startling references there to the opportunities^ as well 
as the penalties^ if we do not do these things. You say that, by the 
year 2005, traffic delays caused by inadequate roads will cost the 
countiy $50 billion a year in lost wages and wasted gasoline. We 
went to war something over 1 year ago, not to protect the Emir of 
Kuwai^s democratic rdforms, but rather to make sure that the fuel 
siq>ply that energizes this world of ours continues to flow, despite 
statements made dv some to the contrary. 

You talk about the return on investment and the countries who 
have gained competitive edee on us. It is not just Japan and Ger- 
many, it is other very friendly nations like France, Italy, the Unit- 
ed Kingdom, and Canada. Tliey have all invested more of their re- 
sources in their infrastructure and I was interested to note that the 
AFL-CIO statement here, delivered by you, that within 20 years 
the added investment would increase corporate profit margins up 
to 10 percent, and create a $35 billion increase in private invest- 
ments above current projections. Well, this material will be thor- 
oughly reviewed and will take from your comments those that 
m£mt help us move this bill along. 

We would ask that your colleagues in the building trades section 
of the AFLr-CIO, as well as other members of the AFL-CIO, get be- 
hind this and try to persuade my colleagues here of the value of 
this kind of investment. It is a jump start, a quick start, to get us 
going. 

There is nothing more discoura|;ing than not beine able to go to 
work eveiy day. 1 remember having grown up at the time that I 
did. how disappointing it was to my father to go out day after day, 
seekine work or have the mills uiat he worked in in the area 
around Paterson shut down for long periods of time, without any 
kind of benefits following him. So this type of investment is a real 
morale boost as well, and that helps productivity in a very signifi- 
cant way. 

recession recovery 

Has the AFL-CIO made any surveys or projection as to when we 
mi|^t see the end of this recovery? Did you note the statements 
that were made by the economists who sat here? 

Mr. Georgine. Yes. 

Senator Lautenberg. Do you know whether the AFL-CIO 
shares their opinion? 

Mr. Georgine. Yes; we had a statement that we passed last 
week, as a matter of fact, at the executive council meeting down 
in Florida, and I could supply that full statement to the committee. 
But we do not see it increasing bv 3 percent as the economists be- 
fore us did. We just do not see the recovery moving that quickly. 

Senator Lautenberg. Well, the economists who testified before 
the hearing that Senator Byrd conducted did say that there was 
something over 3 percent that they expected, but thev also said no 
guarantees, that tnere was not any insurance policy that was going 
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to accompany that projection. I heard the claims for unemployment 
increased in 1 week. And I do not know^ Senator Byrd, wnether 
you saw today's stoi^in the New York Times about the total dis- 
array in whicn the RTC happens to be, in terms of capturin|^ and 
setting a handle on the problem with the collapse of tne thrift in- 
dustry. I hate to contemplate what that might mean, b^ way of fur- 
ther assaults on our Treasury and the deficit. It certainly aoes not 
permit those financial institutions that we thought that maybe 
were in a phase of recovery to lend the money to get things going 
out there. 

What do you see in the President's proposal that is going to help 
real people get real iobs? 

Mr. Georgine. Not very much, Mr. Chairman. Actually when 
you look at the way the economy is today and you look particularly 
in our business in the building industry, and I thought ttie mayor 
said it so eloquently, a little while ago. This piece of ledslation is 
going to produce jobs. It is not make-work jobs, it is proaucing jobs 
that will produce something that will increase our productivity and 
will move the country along and there is no loss. It is not making 
jobs to make jobs. 

We do not see in the construction industry the permits beine is- 
sued, the plans in the architects' ofiices are not being drawn, there 
just is not anything there that we see off into the fiiture tor tlie 
next 3 or 4 years that shows any real recovery in the construction 
industry. Traditionally, and I know it has not happened in the last 
two recessions, but traditionally it has been construction, that has 
really moved the country out of recessions time afi^er time afl;er 
time. 

That is not happening now. We do not see anything in the Presi- 
dent's proposal that will create the kinds of jobs that will be mean- 
in^l, that will bring this country back out of the recession that 
it IS in. 

Senator Lautenberg. Are there enough able-bodied men and 
women ready to go to work to use these resources to do the projects 
if we get them going? 

Mr. Georgine. Certainly there is. I just told you how manv we 
have unemployed. We really do have about one-half our work force. 

Senator Lautenberg. They want to work. 

Mr. Georgine. They want to work. 

Senator Lautenberg. I assume you have not conducted any sur- 
veys other than informal ones, but what is the attitude among peo- 
ple who are members of your organization about this kind or in- 
vestment? 

Mr. Georgine. Well, you know we hear from our members eveiy 
day so we do not have to do real formal surveys, but the fact of 
the matter is that our members, more today, realize tliat there is 
not the ftiture there that they thought was mere, they do not have 
the jobs, they are out of work, ana they do not see anything hap- 
pening that is going to generate any jobs for them and they are 
really depressed. 

I mean, one economist that was here said that he did not know 
why we took the dip and why there was not consumer faith in the 
economy, but we know why. We know why, because our people are 
out of work and they do not see any work there, and they cannot 
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ha:ve confidenee in an economy wfao^ they do not see mof future. 
So I do not diink it it aogrbMr nyslery. 

Senator L AU i UNMJi a W J,jroa have got to be a Pluil Itovwt in 
this cnae, n« die bd, and Idltiiaft thai the suppl»Mntal ii CMK 
ing; fliai we need tiieir help out there to sound the voice acroes tile 
eountrv, and to get bdiind this. Tliis is good tar America. 

We have had various estimates of the number of jobs thai resuk 
as a oonseonence of a $1 billion investment in transportation, infra- 
structure. Tou heard it went ftem between 25,000 jobs created Ibr 
eadi $1 billion to as high as 60,000. Does the AFL^HO have a fig- 
me fliai Aey place on the value of investment in terms of job cre- 
ation? 

Mr. GfiOBGiNB. Yes, we do. 

Senator Lautcnberg. Have your people chedi that 

Mr. Ctec»GlNB. We will set that to you. 

Senator Lautknberg. With that, I turn to Senator Byrd. 

[The information follows:] 

[From AFL-CIO Reviews the Iseuca. Report 51, kaued in Mav, 1991. 
whicfa was prepared by Anne Draper and Frank Pkrente of the fioonomic 
Reaearch Department of AFL-CIO: J 



We f itimatii that each biDion doDars spent on eonalnictioii oontrada flsneratea 
15,000 to 22,000 ioba. The estimate varies by type of eonstniction with m^wavs 
bemg the moat labor intensive and oommemal office buildings the leasL Rou^Oy 
half the joba are In ooostiucUon and half in non-oonstruction industries, such as 
marnifartming, mining transportation, trade and services. (Depending on the type 
of pn^eet, the pereeotage of joba in construction itaelf variea num 40 per cent to 
60 per cent.) 

lliese estimates are approximations because current detail is not available from 
recent suivey work. Rather, they represent an updating of old survey work. 

The last specific estimates were prepared by the Bureau of Labor Statistics and 
were preaented for the year 1960— more than 10 yean ago. These showed the num- 
ber of joba genented per billion dollan of construction contract expenditures for 
several different types of projects, both private end public. 

JOBS CREATED BY CONSTRUCTION EXPENDITURES 

Chairman Byrd. I would be interested also, we hear so many dif- 
ferent figures, as to how mudi by way of jobs will be created for 
each $1 DilUon of expenditures for construction. Now, I noted in 
your statement you say for every $1 we invest in the infrastruc- 
ture, we eet a $10 payback. How do you know that? How do you 
compute tnat? 

Mr. Georgine. Well, jobs that are created for everything that is 
done in construction there are jobs created in manufacturing, there 
are jobs created in transportation, moving those products from 
where they are to where tney are going to oe installed. There are 
jobs in the furniture industry, for putting the furniture in. There 
are all kinds of jobs that are created as a result of construction so 
that has been the figure that our economists have told us is most 
accurate and that is what we are going on and I will give you the 
backup material to support that. 

[The information follows:] 
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^tay 1,991 
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Revievvs the Issues 



Creating Jobs in tlie Recession: 
Public Worlds 



Duing the curent recession, the two hardest Nt 
irxlustriQs nave boon cortttruetion and manufactur- 
mg. 

Constmctlon pe/rolls fell t)y nearly 460,000 t>e- 
tween the official onset of the recession in Jufy 1990 
and April 1991. Manufacturing was down by (?ier 
800,000. 

Unemployment rates for construction workers- 
always high-went from 1 0.5 percent to 1 5.0 percent 
For manufacturing workers, the rate rose from 5.7 
percent to 7.6 percent. 

Overall, the national average unempkyyment 
rate has moved up from 5.5 percent to 6.6 percent, 
for an official total of a3 million unemployed persons 
inApril1991. 



A Construction Initiative? 



An old-fdshioned Ixjt effective remedy when the 
private economy goes Into recession Is to step up 
spending on the constructkxi of "putjllc waks.* 

Private constructton in particular has recently 
taken the hit Between last July and March of this 
year, the total value of new private construction (ad- 



justed for inflation) fen 16 percent Whan private 
investment goes sour, an opportune time arrives for 
put)Nc Investment to catch up. 

Construction Is a t}asic industry. It generates not 
only construction fobs tM millions in other industries 
as well. In 1 990 the total value of all new construction 
(Ixjth put>nc and private) came to $434 biUhn, or 
abou 6 peroen of the nation's total output (GNP^. 



I How Many Jobs? | 

We estimate thsl each billion dollars spent on 
constructton contracts generates 15.000 to 22.000 
jobs. The estimate varies by type of construction, with 
highways being the most labor intensive and com- 
mercial office buildings the least. Roughly haH the 
jobs are in construction and half in non-construction 
industries, such as manufacturing, mining, transpor- 
tatton, Uade, and services. (Depending on the type 
of project, the percentage of jobs in constnjctlon itself 
varies from 40 percent to 60 percent). 

These estimates are approximaiions tiecause 
current detail is nc/t avalable f^om recert survey 
work. Rather, they represent an updating of oki sur- 
vey work. 
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imdIUbor fn m mimmwIwm mami rtt a a foriSm 



year 1980-fnor« tfvnlO ywrt aga Thn* showed 
uW nuwjpy Of jom ganacMM par ounn OOMrs of 
oorMmdiori oonlracl wpwrtlursB lor MWri di^ 
fBTsrt lypM of profscis, bo6i prtvaia and pubto. 

Ths funlMrt covarsd not orriy c o rn t iurt ion 
tibor but ilio thv rMuMru ompkiyifiMrA in ochor 
iiKJLUlilw 111 ijicwida innwn wid unilon ftr fion- 



l i f uctlon oonMciQrti. In most IrMiancis, t 
WS9 adualy targir for "olhir IndutlriM* IfMn ft was 
for oorainicBan MmML Mwjtecturing in pa rt i cul a r 
wtt iha GlM banaieiaiy. 

T?w BL8 caleulatent wara baaad on dbad sur- 
veys of oanaral contractors and aubcontradors. 
conducted ever ttie period 1966 to 1976. m each 
survey. I ri u i i iia Uui i wee also c ol eot e d on the eqMJp- 



d and ttie types 

TWa •■i vd aa \ 

anRployinam aa wsl aa n 
ni Inolhar induslrisa. 



Uidw t un si a iy the Buraet/s nw rfc on labo r and 
wisiarialsre<|ulrewieraswaaao r up i^ d l stoiSliiua d tiy 
Fadarsf budget slashss In iscai year 1961. No new 
surveyaoif - 



I Updating the Numbers 



I of MMony a t)Mtondalars today ol>> 
^ouBly doee not buy as much eonstniction as i would 
have in 196a 

it is poaaifale to approsdmate the impact ort InOsK 
Hon on new construction outlays for dMarenl types of 



Jobs 9^x Billion Dollars of Construction Contract Expenditure 






Summary 


Total 


(^miatmeMan 


Other 


Houalng: 

College Housing 
PubKc Housing 


16,000 
15.500 
15.000 
16.200 


7.600 

6.700 

7,200 

10.300 


10,200 
6.800 
7,800 
7,900 


Office Buildings: 
Commercial 
Federal 


14.800 
16.700 


6,600 
7,400 


6,200 
9.900 


Sehooia 

Sewer Lines 
Sewer Rente 
CM Works -land 
Civil Wbrks- dredging 


16.500 
15.500 
22.100 
17,500 
17.900 
16.100 
17,100 


8.600 
6.900 

10.700 
7,300 
7.600 
7.400 

10,100 


8.000 

6,600 

11.400 

10.200 

10,300 

8.700 

7.000 
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One Biiiion Dollars for Highway Construction 
Produces 22,000 Jobs 




SoKMvt AFL-CIO an^ Buratu «( Ub«r SMUaUe* 



prdects, but the effect of other factors on Job creation 
estimsies cannot be readily judged. Mainly, the un- 
icnowns are the effects of changes in types and 
cpjantities of materials used and the impact of new 
technologies and new methods of perfomiing worl(. 

In the past, BL8 studies have shown that these 
other factors have usually caused labor requirements 
to decline over time. Presumably, this process has 
continued. So current efforts to update the numbers 
probably result in some degree of overstatement. 

A partial update of the BLS numbers, allowing 
only for inflation, is shown in the accompanying table. 
The table merely re-states the 1980 estimates In 
terms of 1990 dollars and does not tske account of 
other factors. 



Estimates are given for a variety of projects, 
including single fami^ and multifamily housing, office 
buildings, hospitals, schools, Nghways, dvil works, 
and other types of consuuction. 

WNIe these numbers must be taken only as 
illustrations, they do serve to point up the rippfing 
effects of construction ouiays on supplier parts of the 
economy. 



For example, federally aided highway construe^ 
tion is shown to generate 22.100 Jobs per billion 
dollars of contract expenditures. Of tNs total 10.700 
jobs (nearly half) go to oorstructlon woric (both on- 
site and off-site), while 1 1 ,400 go to non-construction 
industries. The norvconstmcUon Jobs break down to 
5.300 for manufacturing the materials used; 4,300 for 
trade, trarsportation and services: and 1,800 for ctl 
other industries. 

Construction totals in the tdsle kiclude both on- 
site and off-site jobe. On-site jobe account for 85 to 
95 percent of construction totals, depending on the 
type of project 

(Not included in the BLS studies are the further 
effects of enlarged worker purcfiasing powei in 
generating employment in additional goods and ser- 
vices industries.) 



I Need for Public Works I 
M^etfnq fnfr^stnscture Ne^s 

American Nghways, bridges, airports, wster and 
sewer systems, and other forms of infrastructure are 
in a sorry state. T?)ey constitute physteal hazards, 
sources of polluilon. and causes of delay to uaveiers 
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Tne Doctln« In Qovemm«fit 
Housing Construotlon 







and deNvwy of goodi. They «• ■ drao on rwianal 
procfuctMry. 

TYw recession provides the opportunity to ad- 
dress these lonQ-term needs, while helping to ease 
emplayment proMenns at the same time. Many Iri' 
frastructure programs could tw s peede d up in order 
to take edvamage of the large pool of sIcMed bu 
unemployed worlcers avaOatile at this time. 

Funds from existing earmarlced infirsetructure 
tnjst fcjnds shoiid be tapped. For SKample. the high- 
way trust fund cortaim a year-end tMlanoe of roughly 
$11 biWon. The highway and airport trust funds 
should be used for ongoing efforts, along with 
oounter-cydcal fijndbig. The Congress is oonsidar- 
ing the reauthorization of major highway and mass 
transft programs this year. 



National housing needs have been neglected 
during the ISeOs. 

There are perhaps 2 million homeless people in 
the United States and ai million poverty-level 
households who spend more thtti half their incomes 



on tiQuilno. Over 2 mMton poor houssholdi Ive in 
homes or apartmanls daasHlad as struelurafly inade- 



Ih B nuniber of federally sufasidteed housing 
oorwlruction starts has dropped shsrply since 1960i 
In the national iCMr-renl puoio fiousing program, tor 
e icam ple^ ttw numlier of new construction starts in 
1900 wcs only una Isiiti ttw rumber of a de ca d e 



Jhe large backlog of unfund ed pu affc housing 
needs Indudee refsairs and roplaoemerli. project 
I energy saving Improvsrwerti. Funds 
ledforlead4)asedpa 



are aieo needed fori 

New low cost housing Is needed as weU as fix-up 
of older housing. TNs could be done under programs 
such as those newly authorized by the 1990 National 
Affordable Housing Act and under exMng programs 
tMCh as put)No housing and CommunNyOevelopmenl 
Block Grants. 

I AFL-CIO Program | 

The AFL-CIO has caled for a comprehensive 
program to fight unemploymenL A crucial element in 
this program Is timely Investment ki the nation's 
Infrastructure and ki houaing for low- and modsrale- 



Unemploymonl costs American taxpayers tM* 
Ions of dollars-bi lost tax revenues end m peymsnis 
for unemploymeni com p ensation, food stamps. 
Medteald. and other oosts. Workers, too. pAy a stiff 
personal los m terms oi losi income, ciminisnao 
self-respect, and famiy stress. Each one percam of 
unemployment costs 933 bWon. 

Unemploymeni muat not be altowed to feed 
upon itself, causing further downward spirals in tlie 
economy. Now is the time to set dbout reversing this 
dangerous course. 



Prepared by Ann« Draper 

and Frank Parente 

Eeonofnio Research Department 

rOf MMPIWflSf C^pl09f WtiuB wOI 

AFL-ao PamphM9 DIvMea 

915 Sta^wlh BtrwH, ML W. 

WMhlngion, D C. 20009 
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TAX CUT OR EXPENDITURES FOR INFRASTRUCTURE 

Chairman Byrd. We hear that $7 would be created by the ripple 
effect for each $1, so I think it would be well if we had your histori- 
cal experience that would support that figure. I just want to thank 
them again for their testimony. Perhaps I should ask this question 
of them. What do you think the country needs now as between a 
tax cut and expenditures of the kind we are talking about for infra- 
structure, physical, and human? We cannot have Doth. We cannot 
have everythmg because the budget deficits will not stand for that. 
As between the two, what about your people? 

Mr. Georgine. lliere is not any question we choose something 
like this. We choose jobs. The proposals made on tax cuts rifiiit now 
do not do anything for the working people. There is nouiine in 
there for workine people. What you can do for working peopte is 
^et them jobs. Tney do not mind paying the taxes that they have 
imposed upon them today. 

Chairman Byrd. Thankyou, Mr. Chairman. 

Senator Lautenberg. Tnat was pretty eloquent. Thank you very 
much. 

The next panel consists of Mr. Jack Gilstrap, executive vice 
president, American Public Transit Association LAPTA]; I think 
Wayne Muri from the American Association of State Highway 
Transportation Officials, is Mr. Muri here? I do not see him. Dr. 
Peter Ibiane, president and CEO, of American Road and Transpor- 
tation Builders Association. Again, let us just put out the reminder 
that a summary statement is what we would uke to hear and with 
that, we invite Mr. Gilstrap to testify. 

panel 4^-surface transportation needs 

American Pubuc Transft Association 

statement of jack gilstrap, executive vice president 

American Road and Transportation Builders Association 

statement of dr. t. peter ruane, president 

Mr. Gilstrap. Thank you, Mr. Chairman and subcommittee 
members. 

The American Public Transit Association [APTA] certainly appre- 
ciates the opportunity to express its support for S. 2169. This 
makes supplemental appropriations for transportation improve- 
ments that are vitally needed in our country. And on behalf of the 
transit community. I certainly commend you, and all of your 
coauthors for introaucing this important bill. 

Cuts in the transit program during the 1980's challenged our 
ability to properly maintain bridges and tracks, and replace aging 
bus fleets. We are now in the process of trying to rebuild our sys- 
tems, as well as make our buses and subway systems accessible to 
those with disabilities, and to begin to meet the new requirements 
of the Clean Air Act. 

Your bill will certainly help us with this tremendous task. And 
it will generate additional jobs. We estimate about 60,000 to 65,000 
jobs will be maintained by that legislation. 
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And it win mean real investment in the manufacturing sector. 
And most of our people are in tourii straits these days— the manu- 
fiicturers of buses and railcars, and the builders of systems. S. 2169 
will hdp transit operators buy buses and trains they need, and 
modemiie their systems. 

I emphasize that the waiver of the local match ensures that the 
State and IocsbI budget constraints whidi we all know about will 
not inhibit the obbi^on of these iunds or the benefits that their 
outlay win accrue. 

Dunns the last 2 years, transit really has only begun to work ito 
way bacK from a decade of disinvestment The reauthorization bill, 
which we were so pleased to have seen pass last year, is a migor 
stgp in the rig^t direction. 

But the fieict is that many transit ^stems received less formula 
fun^ng the current year bcHUiuse the formula program — that is the 
routine capital and operating assistance — those increases were out- 
paced by Uie addition of 34 new urban areas into the program by 
reason of the new census dato. So it is a small pie being cut in 
more pieces. 

Even with the increases in the authorization bill, transit opera- 
tors will be hard pressed to make needed improvements and re- 
pairs. Our association has identified more than $90 billion in cap- 
ital needs over the authorization period. And that excludes the cost 
of the new Federal mandates or operating requirements. Even if 
fully funded, the Federal program will meet less than about one- 
quiurter of those costs. 

The economy has hurt transit operations. Reduced ridership 
caused by unemployment has reduced operating revenues. Local 
support has declined because of State budget problems and lower 
income from sales and gas taxes. Additional fare increases or serv- 
ice cute, which is generally the direction we must go, wiU further 
reduce ridership and exacerbate transit funding problems. 

In lig^t of this clear need for more transit, we are deeply dis- 
appointed by the administration's opposition to adequate transit 
funding. The President's fiscal year 1993 budget reduces the tran- 
sit program by 20 percent below our current appropriations, and 43 
percent below authorized levels in the bill. 

With more funding, such as S. 2169 provides, there are many 
transit projects that can be commenced now to help jump stert the 
economy. New Jersey transit can initiate extensive bridge repairs, 
install hig^-level station platforms, and make other ADA-related 
station improvements. It can install bus shelters and signs, and 
b^[in a number of other environmental projects. 

In New York, cable equipment modernization can be carried out, 
signal systems improved, repairs made to the train shed at Grand 
Central, escalators replaced, and construction repairs on the 
Montauk viaduct can be carried out. As you can tell, we have been 
talking to our members about some of their needs. 

In Chicago, rail modernization work can be started. Projects 
along that une include repair of track and elevated structures. The 
metro commuter rail operator in the Chicago area has immediate 
requirements for rail ties and ballast, railyard upgrades, and sta- 
tion improvements. Needs at the mecUum and smaller size transit 
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operations include the purchase of lift-equipped buses and para- 
transit vans to help carry out the ADA requirements. 

I mentioned a moment a^o the troubles of our operating suppli- 
ers. Bus orders are down this year. Suppliers are hurting. New bus 
demands far exceed available funding. In fact, last year, DOT was 
able to fiilfill only about 28 percent of the requests for bus grants. 

I have to mention the operating assistance program, Senator, be- 
cause it is even more of a problem. Systems have cut busdrivers 
and mechanics. Huge new costs are associated with the paratransit 
service required under ADA. And I have to say, the President's 
budget came along with a m^or portion of the cuts from our cur- 
rent fundine in operating assistance. $600 million, or thereabouts, 
was cut in tne proposed budget. 

Full fundine and appropriations — ^and I know we are talking 
about a sli^t^ different bill at this moment— to meet the author- 
ized operating limits in fiscal year 1992 or future fiscal years is 
really crucial to our operations. And of course, the operating assist- 
ance program has the most immediate and direct impact on em- 
ployment 

So in conclusion, Mr. Chairman and members, S. 2169 would 
contribute to meetine transit's short-term needs, and it would pro- 
vide economic stimulus and jobs. Its enactment would begin the 
process of implementing the new ISTEA, which if fully funded, will 
begin to address the capital needs of the transit industry and the 
demand for improved transit services. 

On behalf of AFT A and all of our members, I thank you for your 
efforts. You have been a friend and supporter of mass transit for 
many, many years. You do a marvelous job sorting out the prior- 
ities, and I just want to give you our heart felt thank you. 

FEIEPARED STATEMENT 

Senator Lautenberg. Thank you, Mr. Gilstrap. Your complete 
statement will be inserted in the record. 
[The statement follows:] 

Statembnt of Jack R. Gilstrap 

introduction 

The American Publk Transit Association (AFTA) appreciates the opportunity to 
express its support for S. 2169, a bill making supplemental appropriations in fiscal 
year 1992 for unprovements to the nation's transportation infrastructure. The tran- 
sit community commends Senators Lautenberg, Mo3rnihan, Burdidc, Lieberman, and 
Adams for their introduction and support of legislation that can help fund neoessaiy 
capital improvements to the transportation network. 

The measure would have the unmediate benefit associated with creating thou- 
sands of jobs in the short run, which is particularly important during the current 
recession. It would begin the process of rehabilitating our deteriorating infrastruc- 
ture. It would help transit to properly maintain transit bridges and tracks, replace 
the affing bus fleets, make our buses and subway systems accessible to people with 
disabilities, and meet the goals of the Clean Air Act. There would be admtional ben- 
efits in the fonn of improved long-tenn productivity throu^ the more efiBdent 
movement of goods and people, and oy way of secondary development that will occur 
as a result of the initial mvestment. 

AFTA is uniquely qualified to speak on behalf of the transit industiy. It is the 
association that represents operators of some 460 VS. transit systems, of all siies, 
as well as more tfian 600 manufacturers of transportation products, ^vemment 
agencies, academics, planners, and others involved in providing pubhc transpor- 
tation services. 
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IMPACT OP THE LBQI8LATION 

Eim c im t rn t of this kgialatioii would cfoariy help to tuppoit needed enendttaiee 
on tranelt rolling ttooE. nil modernisation* and equii»nent and capital improve- 
menU reqoired to oomply with the Americans with Disabilitiee Act (ADA) and the 
Clean Air Act Amendments. The fact that the ftinding provided in the hill would 
be esempted fiom eiisting non-federal matching requirements ensures that current 
hudflBt problems at the state and local level will not inhibit the obligation of theee 
fbnai or the benefits that their outlay will accrue. 

TVansit-rdated expenditures under the bill would support an estimated 64,000 
jobs, depending on exactly how transit system operators spend such ftmds. 

Timeiy expmdituru 

Transit operators and manufacturers of transit products can quiddy spend the 
funds provided under this messure. Bus and rail purchase orders can be amended 
and options for equipment and services in existing contracts can be exerdsed. Mod- 
ernization and maintenance pr 
deferred or delayed because of 
straints at all levels, or uncertainty i 

Tranmt and naiumal goals 

The bill would help to achieve national goals related to the eoonon^, the environ- 
ment^ energy conservation, accessibility for persons with disabilities, productivity, 
and international competitiveness. It would without question result in signifkant 
job creation and prevent layofis that mi^t otherwise occur. In addition to address- 
mg immediate capital neeoL it would also result in secondary and bng-term bene- 
fits to the economy at eveiy level. 

BACKGROUND 

During the last two years the transit industiy. due largely to congressional ef- 
forts, b^an to work its wsv back from a decade or disinveetment. Althou|^ ftinding 
increases under recent authorizing and appropriations legislation do not begin to 
meet identifiable needs, those of us in the inoustrv have oeen encouraged ^ the 
recognition of transit needs at the oonsressional level. 

More recently, the recession has haa a number of adverse impacts on transit oper- 
ating authorities. Reduced ridership caused by unemployment and other recession- 
ary-related factors has reduced revenue from operations. At the same time, local op- 
erating ftinds have been reduced because of state budget problems and reduced in- 
come mm local sales and sas taxes. 

Transit operators have nad to downsize their fiscal year 1992 operating budgets 
as a result. Furthermore, the uncertainty of fiscal year 1993 ftindins source8| caused 
by concern over the possibility of a delayed economic recover/ anof currently unre- 
solved diflerenoes between the Administration's fiscal vear 1993 Budget and the re- 
cently enacted ISTEA authorization levels has resultea in proposals for still greater 
reductions in near-term operating budgeta. 

Federal funding history 

Federal ftinding of the transit pro^m fell ftx)m more than $4.6 billion in fiscal 
year 1981 to just over $3.0 billion m fiscal year 1990. Over the period. Congress 
consistently rejected Administration efibrts to virtually eliminate the federal transit 
prosram, but still the industry was forced to maintain essential transit service with 
a 50 percent reduction in purchasing power from the federal program. 

The local response 

Fares were increased, service was pared back, and states and localities increased 
their support for transit service. Local sales taxes were imposed to ftind transit and 
most states increased ftiel taxes and user fees that are commonly used to support 
transportation programs. 

States and localities can no longer afibrd to increase their share of transit costs. 
Additional fare increases and service reductions will only drive riders awav from 
transit and exacerbate the ftinding problem. The sluggish economy has ftirther re- 
duced revenues from state and lo^l gas taxes, sales taxes, and other sources, all 
of whidi are recession sensitive. 

Increased demand for transit 

In the meantime, the demand for transit and other forms of hi|^-occupancy trans- 
portation service has increased. Growing concern about the environment, and an 
awareness that vehicle emissions are responsible for about half of the pollution that 
profhioes ozone and as much as 80 percent of the carbon monoxide emissions, have 
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foroed peo|^ to look to less poUuting transpcnrtation modes, such as tnmsit. The fact 
that tranqxntation is responsible for 63 percent of all UJ3. oil oonsunqition and oil 
imports represent 40 percent of our annual trade deficit have made transit an at- 
tractive way to conserve energy. Traffic congestion, the aging population, and a vari- 
ety of other factors have also made transit a viable alternative to sini^e-oocupan^ 
commutes. 

Recent Federal actian 

As a result of many of these factors, funding for the federal transit program was 
increased in each of the last two years. These increases were the first suiee fiscal 
year 1983, but they do not begin to meet the clearly identified needs of transit. Even 
the substantial increases autnorized under the recently enacted Intermodal Soiiaoe 
Transportation Efficiency Act of 1991 (ISTEA) fall far short of the $90 billion in just 
capital that will be needed by the transit industiy over the next six years. Addinon- 
al^, transit is tiying to cope with new costs associated with service and capital in- 
vestments required under the ADA and the Clean Air Act. 

Industiy goals 

APTA will work for fbll fbnding of the program levels established under ISIEA 
and for adherence in all federal legislation affecting transit to tho policies and prior- 
ities established under that Act. 

The administratian budget 

We are dismayed and disappointed, however, by the Administration's continued 
opposition to adeouate funding for transit. The President's fiscal year 1993 budget 
would reduce funding for the transit program l^ 20 percent below the current level 
and 43 percent below the authorized level. The Administration's proposal to increase 
hii^way fiinding by 16 percent belies its commitment to the new reauthorization 
and indicates a selective use of budgetaiy restraint. The Administration budget re- 
quest only serves to roduce neoessaiy transit investment, because authorities have 
to conserve existing fiinding and are reluctant to plan for m^jor capital expansion 
programs. 

TRANSrr NEEDS 

In the short run. transit needs are a microcosm of long-term transit needs. Fund- 
ing under this bill is closely matdied to areas where transit can quiddy obligate 
funds and have a significant short-term jobs impact 

Short-term transit system projects 

APTA has compiled the following description of priority projects that can quickly 
be pulled off the shelf and started. These are examples omy and in no way an ex- 
haustive list. New Jersey Transit indicated that it could initiate an extensive bridge 
rehabilitation program, install high-level stations platforms and make other ADA- 
related station improvements, begin rail station improvements, install bus shelters 
and signs, and begin a number of other environmental projects related to under- 
ffround storage tanks and asbestos removal. At New Yon MTA and on the Long 
Island Railroad, telecommunications cable equipment modernization could be car- 
ried out, signal system worit on a number of lines is ready to go. Grand Central 
train shed repairs are needed, escalator replacement could be done, and construction 
repairs on the Montauk Viaduct could be carried out. 

In Chicago, substantial rail modernization woik can be started. Projects con- 
templated with assistance provided under the bill include the repair of trade and 
elevated structures on CTA\ 'loop." Metra Commuter Rail has immediate require- 
ments for rail ties and ballast, modernization of interlockers, yard upgrades ana sta- 
tion improvements. Needs at medium and smaller size transit operations indnde 
the purchase of lift equipped buses and paratransit vans. Our bus manufacturers 
have infonned us that bus orders have been down substantially this year due to the 
economv and they have had to shut down or slow production lines as a result. The 
demand for new buses far exceeds available fundmg. For example, in fiscal year 
1991 DOT indkated that it was able to fulfill only 28 percent of the requests for 
bus grants. It had $796 million in grant requests under the program compared to 
$220 miUion in appropriations. 

Transit suppliers 

Suppliers have indicated that acceleration of options on existing contracts for fed- 
erally-f\inded capital promms for rail cars would have an immediate short-term 
impact on the econom^. Until the options on these contracts are exercised, private 
inoustiy will not consider them firm enou^ commitments to proceed with any hir- 
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iag or capilal iaviitmrai pngrama. Anothflr potentiAl for economic tlimahis and a 
k^ •kiMJnt of aagr tnmdi invwiuiBnt program is the placement of orders for dura- 
Ue good% SQcli as spare parts and sDp 



AH of these propossd activitiee would have a number of benefits to the economy. 
They could prevent nlanned workforce reductk>ns that may be under consideration 
due to the reduced level of orders by transit authority customers. They would also 
rssnlt in Job creation within transit agenciee and by industiy suppliers who produce 
rsqoired materials. Simple thinos snoi as restoddng the current low inventoiy of 



:ss 



tttes is an important part of improving transit service and increasing transit rid- 
er the lonff run. Iheee factors will help make the promise of ai' 
and flsadbis ftinding, as envisioned under the I81EA, a success. 



In addition to programs eligible for ftinding under the bill, immediate expendi- 
tures are required for transit operating costs. Many systems are imposing budget 
cuts that afwct bus driven ana mechanics. Huge new costs are a certainW when 
transit systems be^ providing paratransit service reouired under ADA. Fundins 
to meet fiie authensea operating limits, in either fiscal year 1992 or future fiscal 
yean, is badly needed ana wouldhave a direct impact on empbyment. 

CONCLUSION 

In conclusion, this legislation would contribute to meeting transit's short-term 
needs, and it would provide economic stimulus and jobs in a timely fashion. Enact- 
ment of this legislation would begin the process of implementing the new surface 
transportation program established under the ISTEA, which if funded can begin to 
address the capital needs of the transit industiy and the demand for improved tran- 
sit service as we move into the twenty-first centuiy. 

Our ability to produce, to move goods efiknently. provide necessaiy services, to 
feed, ckithe, educate, house, and care for our people are truly the things that set 
us apart fimn leaser, and less prosperous countries. We are among the richest of 
the wealthy nationa. in eveiy respect. We have a great heritage and a boundless 
future. But we need to invest in that future if we wish to control our destiny as 
anatk>n. 

On behalf of AFTA and its members, thank ypu for your efforts to preserve a 
strong transit program and a healthy transportation system that will allow this na- 
tion to adiieve ita goals for a vibrant economy, dean air, energy conservation, and 
the efficient movement of its goods and people. 

STATEMENT OF DR. T. PETER RUANE 

Senator Lautenberg. Dr. Ruane, we would be happy to hear 
from you and invite you to give your testimony. 

Dr. RuANE. Thank you, Mr. Chairman. I am Pete Ruane, presi- 
dent and CEO of the American Road and Transportation Builders 
Association [ARTBA]. 

ARTBA, since 1902, has represented the entire spectrum of the 
transportation construction industry. We currently have some 
4,000 members — ^individuals and firms representing every mode in 
transportation development. 

I want to commend you, Mr. Chairman, for your personal role in 
this committee, not just for the recent legislation, but over the last 
several years. We have noted with interest and supported ardently 
the steady increase in funding in transportation appropriations. 
Obviously, the surface transportation legislation recently reauthor- 
ized will be the framework ^r transportation investment for many 
years to come. 

Today, we are talking about more immediate needs of the na- 
tionid economy, and transportation's role in meeting them. And I 
think, again, earlier witnesses have covered this and I am not 
going to reiterate it. But there are several things that really are 
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b^ond debate. The role of transportation in the Nation's productiv- 
ity in competitive situations is well documented. And again, I am 
not going to repeat those particular studies. 

I would point out, Mr. Chairman, that we have provided the com- 
mittee a pioneering work that one of your witnesses was personally 
involved in earlier that ARTBA sponsored some years ago, and 
would like to have that submitted for the record, along with several 
other studies relating to the subject of this hearine. 

Senator Lautenberg. They will be included in me record. 

Dr. RUANE. The migor reason that this particular bill that we are 
talkin^^ about today has relevance, of course, is that the needs out 
there in our transportation systems have been well documented, as 
we all know. 

Yet the recent legislation, despite the enthusiasm and 8upi>ort all 
of us gave that legislation, we must acknowledge that while it goes 
a long way to reversing the decline over the last several deciules, 
there still are needs that are not being met. And we submit as part 
of our statement a chart that extracts information from both a U.S. 
Department of Transportation and a General Accounting Office re- 
port that point out the gaps that still exist. 

We, of course, enthusiastically support your bill, and we pledge 
our ardent support to make this a reality. We find some specific as- 
pects of your proposal to be particularly attractive, not the least of 
which is the immediate job creation potential that it provides, and 
the requirement that the money must be obligated within this cur- 
rent fiscal year. And we can report to you wholeheartedly that titie 
transportation development inaustry is ready and able to take on 
more work. 

As the previous witness pointed out, the unemplo^ent in the 
construction industry currently stands at 17 percent m January of 
this year — ^a full 2.5 points higher than a year ago. And, again, 
more than 1 million construction workers are without jobs this cur- 
rent month. 

We have conducted a recent survey of our State chapters 
throughout the country, as a result of the introduction of this le^s- 
lation, and we can report that there is considerable excess capacity 
throughout the transportation construction industi^. 

I might also note that the cutbacks in the military budget will 
put additional thousands of qualified construction professionals 
into the private sector. And we believe this is one positive aspect 
of those cuts. And we are working with the Corps of Engineers in 
helping to place those individuals in our industry. I should also 
note that the construction equinment and supply firms also have 
the capacity to enlarge their workloads. 

And I think it is important to note that in recent months and 
throxig^out the last several years, there has been increasing com- 
petition for existing construction contracts. Data supplied By the 
Federal Highway /^ministration show highway construction costs 
have been essentially flat for the last few years. In fact, the profit 
margins have been cut to the extreme just to eet work. 

In the 3 years between 1988 and 1990, nidiway construction 
costs increased less than 2 percent. I mi^t add, during that same 
period of time, the average consumer price index was 4.5 percent 
for that 4-year period. 
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There are some problems that the committee should be mindful 
of as it moves on this current proposal— problems that have 
emerged in the last few months following the reauthorization of 
surface transportation legislation. 

Some witnesses have pointed out at least one of these — the fact 
that States are having difficulty in mounting some pro-ams be- 
cause of the shortage of funds to match Federal allocations. Your 
bill, of course, takes care of that problem with the waiver of match- 
ing, and making it 100 percent Federal money. 

We also have some concerns about the ability of some States to 
move the projects quicklj^ from the conceptual stage to actual con- 
struction. And this is primarily due to the lack of manpower re- 
sources that exist in some States. We have a suggestion wout con- 
tracting out any necessary design work that can eliminate that 
problem. 

We also note in our testimony the Federal regulatory concerns 
we have that sometimes serve as a barrier to immediate construc- 
tion. And also in our testimony we point out, again, the productiv- 
ity work that ARTBA has been involved in. 

A few related comments, Mr. Chairman. We would urge this 
committee, in its deliberations, to consider the current use of the 
2.5 cents that is dedicated to deficit reduction as one source of 
funding for this new legislation. And also, that we are supporting 
legislation that just emerged in the last few days to take oown the 
for walls with the budget agreement, so that transfer of moneys 
can be more readily supported. 

We believe that also there is a proposal that has percolated in 
the last few days regarding use of the gas tax for other purposes. 
And we do not support that. We believe that even funding in your 
own program for Amtrak and rail modernization should take care 
of some of those needs. 

We must share the comments of my colleague here, and Senator 
Moynihan earlier. We are also quite baffled by the administration's 
current fiscal year 1993 budget proposal. We support full author- 
ization of the appropriations of the moneys that have been author- 
ized as a result of the recent legislation. 

Again, I want to thank you personally for your leadership over 
the years and the recent legislation, and I will be glad to answer 
any questions. Thank you. 

PREPARED STATEMENT 

Senator Lautenberg. Thank you very much for your testimony. 
Your statement and the studies relating to this hearing will be in- 
cluded in the record. 

[The statement and studies follow:] 

Statemknt of T. Peter Ruanb 

Good morning. I am T. Peter Ruane, president and CEO of the American Road 
and Transportation Builders Association (ARTBA). ARTBA, founded in 1902, rep- 
resents nearly 4,000 individuals and firms that are involved in the building, design- 
ing and operation of America's transportation systems. 

On their behalf, I commend the subcommittee for its success in recent years in 
bringing about a steady increase in federal transportation investment. 



In addition, Mr. Chairman, ARTBA is veiy appreciative of your leadership role, 
as a member of the Environment and Public Works Committee, in developing the 
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new surface transportation act. That legislation not only provides hi^ier fimding 
authorizations, it establishes a firamewoK for meeting the nation's soriaoe transpor- 
tation needs into the next oentuiy. 

Today we are addresaing the immediate needs of the national economy and tnuos- 
portation's role in meeting them. As we approach this discussion, I believe two fac- 
tors can be accepted without debate. 

The first is that a modem, efficient national transportation system is essential to 
improved productivity and competitiveness, assets without which America cant suc- 
cessfully compete in today's gboal mariietplaoe. 

The second is that over the past three decades we have not made adeauate invest- 
ments in transportation. In the early 19608, for instance, we spent 1.5 percent of 
the gross national product on hi^ways. That percentage had declined by two4hirds 
by 1991. 

The new Intermodal Surface Transportation Efiiciency Act (ISTEA) takes a fai^ 
step toward reversing that decline. But more resources clearly are needed— as evi- 
denced by reports to Congress by the \JS, Department of Transportation and Gen- 
eral Acoountmg Office — ^to get the job done. (See attached chart.) Several proposals 
before Congress would help readi that goal by acc elera ting and increasing federal 
transportation investment oeyond that provided in ISTEA. 

ARtBA fully and enthusiastically endorses those efforts. 

S. 2169, introduced by Chairman Lautenbeiig, would channel supplemental fbnds 
to a full range of transportation activities. The approadi of this legislation Is pai^ 
ticularly attractive. 

By providing additional hi^way. bridge and mass transit funds this year, it 
would greatly enhance the potential for job creation as well as transportanon im- 

?rovement. The requirement that the new money be committed before the end of 
992 would assure a prompt response to an uigent need. 

I can report this morning that the transportation development industry is ready 
and able to take on more woik. 

Unempbyment in the construction industiy reached 17 percent in January, a full 
2.5 points hitler than a year ago, providing an ample pool of manpower ready to 
go to woik. More than one million construction woikere were without jobs a month 
ago. 

A survey of our chapters reveals excess capacity throuf^out the transportation 
construction industiy. 

With cutbacks in the military budget, there will be additional thousands of quali- 
fied construction professionals now empbyed by the military looking for woik in the 
private sector. Any '^aoe dividend" should translate intojobs for these American 
men and women who have served their countiy well. ARTbA is woridng with the 
Anny Corps of Engineere to help place these inmviduals in our industiy. 

ARTBA membere throuf^ut the countiy also report that constructbn, equipment 
and supply firms have plenty of capacity to enlarge their woikloads. Indeed, there 
is fierce competitbn for existing construction contracts. Figures supplied by the Fed- 
eral Hii^way Administration snow hi^^way construction costs have been essentiiJIy 
flat for several years, indicating that profit margins have been cut to the extreme 
to get woik. In the three yeara oetween 1988 and 1990, hi^way construction costs 
increased less than two percent. 

There are some problems, however, of which you should be aware. 

In the two months since the surface transportation act became law, it has become 
apparent that many states are having difficulty in mounting an expanded hi^way 
program. A migor impediment is the snortage of state funds to matcn federal alloca- 
tions. 

This situation can be eased if Confess reduces or eliminates — for the short 
term^-the requirement for state matching funds. Both actions are in proposals be- 
fore Congress. 

A second impediment at the state level is the ability to move projects quickly fimn 
the conceptual stage to actual construction. 

Again because of the lack of state resources, many state transportation depart- 
ments have severe manpower shortages, particularly in their planning and engi- 
neering areas. There have been cutbacks in personnel due to budget pressures and 
much of the engineering force that was built up in the 1960s has reached retirement 
age. Many are being asSed to take eaiiy retirement. 

This situatbn can be corrected, at least over the short term, by encouraging 
states— directing them if necessary— to use private sector enflineering firms to de- 
velop constructbn plans. In many states, this may be the only way an accelerated 
highway program can be implemented. Private engineering firms have the ezperi- 
«;noe and the ability to take on this woik on a contract basis. They should be uti- 

'.ed. 
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In wriliBg kigiilation to aowlarato or nipplement the highway i ^ 

ako riMNild pay dote afetantkni to ragulatoiy requirements that can elow the prooeaa. 

IVeaident Euah reoooniaed thia poaaiUe drawbadL to eoonomic reooveiy in hia 
order fin* a review of Mend rogulattona. Congreaa dioiild do the aame. With a littk 
care, barriers to sipediting pR^jacta can be removad without endangering pablk 
health or aafety. 

I mentioned eariier that our oountiv must improve its productivity. It is wids^ 
understood that one of the impediments to that inqirovement is the condition of our 
traiuqxirtation system. The relationship between productiviW and transportation 
haa been eidianstively examined. One of the first studies in this area was eommis- 
akinad by ARTBA two yeara m>. It was conducted for us by Dr. David Alan 
Acadianar, then a aenior eoonomiat for the Federal Reserve Bank of Chicago. 

I^. Aadianer demonatrated how increased investments in transportation translate 
directly into such benefits as greater productivity, hi|^r private mvestment and in- 
creaaed corporate profita. 

I am providing copiea of that atudy to the aubcommittee together with an analtyab 
ASTBA pubUahod in 1991 on the correlation of hi^wa^ inveatment and competi- 
tiveneaa m the United Statea with three of ita nuuor tradmg partners. 

Flnal^, a step must be taken to assure that federal transportation programs have 
a Bound financial baae both now and in the years immediately ahead. 

The 1990 budget agreement placed 2.6 cents-per-gallon ofa nidcel motor ftiel tax 
increaae in the general ftind for deficit reduction. That was a mistake that shattered 
the concept of abdicating hu^way uaer fees to transportation uses. This revenue is 
needed to meet existing sunaoe transportation capital needs. 

Just a month ago, uie Congressional Budget Office reported that federal motor 
fiiel tax collections are lagging badly bdiind earlier estimates. Absent an addition 
to the revenue stream or a aizeable mcrease in hiriiway use in the near future, the 
balance in the Hi^way Account of the Hi^wa^ Trust Fund will require a drastic 
cutback in tho program authorized by Congress mat year, starting in 1995. 

The 2JS centa-per-gallon motor fbels tax that is now being deposited in the general 
fund should immediately be credited to tho Ifi^way Trust Fund. There can be no 
better use of the '^aoe dividend" than to provioe an offset for this transfer. 

A^TBA stroni^ urges Congress to take this action now and avoid a crisis condi- 
tion in on^ a couple of years. Leaislation to facilitate this move by eliminating the 
"firewalls" between defense and oomestic discretionary spending was approved last 
wedc by the House Government Operations Committee. I understand that a aimilar 
propoMl win be made soon in the senate. 

ARTBA ardently supports these moves. 

Becauae hi^way ana mass transit needs remain huge, there should be no expan- 
aion of the trust fund's use beyond hi^way and mass transit programs. The Depart- 
ment of TranspOTtation last year reported that meeting identinedhi^way needs re- 
quired investment of over $40 billion a year by all levels of government. This year, 
we win spend less than $30 billion in that effort. 

Thia badLlog must be eliminated. Revenues from the Hi^^way Trust Fund should 
not be committed to other programs. Another source must be found for a new rail- 
road truat fbnd to finance Amtrak's needs other than that proposed last week in 
the House of Representatives. 

Bib*. Chairman, much of the focus in Con^ss is on stimulating recovery from the 
recession. As we sedc to encourage economic activity, we should do so with activities 
that provide permanent long-term benefita as well. The strengthening of our coun- 
trys transpcntation system meets both of these criteria. 

The aupplemental appropriations legislation being considered by the subcom- 
mittee is urgently requu^ed m this time of recession. Imust en^hasize also that the 
new surface transportation act is our vehicle for sustained transportation develop- 
ment over the next six years. ARTBA strondy urges the subcommittee to approve 
the fuU amounts authorized for both the hi^way and mass transit programs in fis- 
cal year 1993. 

I appreciate this opportunity to meet with the subcommittee and will be pleased 
to answer any questions. 

Interstate Highway System 

comparison of needs with available funding 

Construction of the 43,000-mile Interstate hi^^way system was started in 1956. 
Final authorizations for its completion are included in the Intermodal Surface 
Transportation Efficiency Act of 1991. The system comprises 6.2 percent of the mile- 
age on the federal hij^way network, yet it carries 27 percent or the traffic. Under 
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Employment Impact of A Sustained $25 Billion 
Increase In Federal Highway Investment 

Executive Summary 



New research shows that investment in highways and bridges provides duel 
economic benefits: first, by creating immediate jobs and second, by providing the 
long-term economic base needed to develop a more productive economy. Both 
effects are vital at this time in our nation's economic history. The first effect will 
provide help during the current recession. The second, will help make the U.S. a 
more productive economy. Economic productivity is the l^ey to national economic 
growth and competitiveness. A sound and efficient transport system Is, in turn, the 
key to a more productive economy. 

America's national transportation network is in disrepair due to Inadequate 
investment. According to the U.S. Department of Transportation, a third of the 
bridges on the Federal-aid Highway System are "structurally deficienf or 
"functionally obsolete." ^ Forty percent of the pavement on the Interstate Highway 
System is in imminent need of repair.' 

The U.S. Department of Transportation's most recent report on the condition of the 
nation's highways and bridges concludes that meeting existing capital needs on 
the federal-aid system will require a sustained annual Investment of nearly $40 
billion - about $25 billion per year more than was authorized by Congress for the 
Federal Highway Program in FY91 .' 

New research shows that an additional $25 billion per year in federal highway and 
bridge capital spending would generate 942.926 American jobs in the peak year of 
the program. More than 87,000 fobs would be created within the first 12 months of 
increased investment of this magnitude. Within 24 months, the program will have 
generated over 448.000 American jobs. 

These are not short-tenn, "make work" jobs. The backlog of needed highway and 
bridge repair is such that it will take many years to rebuild the nation's 
transportation system. Over the first five years of the expanded program, 3.2 million 
man-years of employment are created. 

An expanded federal highway and bridge improvement program would create the 
most new jobs in the depressed construction and manufacturing industries - 
137,400 in construction and 98,700 in manufacturing during the first 24 months, in 
December 1990. the construction unemployment rate registered 14.0 percent, more 
than double the all-industry average of 6.3 percent. In December 1990, 870,000 
construction workers were unemployed. Because of this excess capacity, the 
impact on inflation should be small. 

An increase in infrastaicture capital spending of this magnitude wouM generate 
more than 25.000 jobs during the peak year of the program In 12 states: California 
(100,384), Texas (73.278). Florida (46,860). New York (45.772). Ohio (41.002). 
Pennsylvania (39.693). Iltinois (38.660), Michigan (32.886), Georgia (31,765), New 
Jersey (29,194). North Carolina (27.819) and Virginia (25,414). 



Digitized by 



Google 



101 



In the peak year ol the •ly idB d progww. 125^98 comiwicion ui U M ii m iwould 
be employed. As speniing spreacis throi^h tie eoonomy. the pfogram would also 
generato enployinef* In a iwiiwr of otar oooi^iaaons. InCkidh^ 
managers and at Wn ban ors. 107.000 oparaives. 99J00 pefsonal seivioe 
worttBfS. B9J00O otier a a ft s men. S9 JOO laborais. and 1 1 .400 e n g in oe i s . 

During tie peak year of tie program, each $1 wmon of federal highway investment 
wouM create 40.6 iobs across al U.S. industries due to tie *rtppfe' effect of new 
construction acivAy on tie eco n omy. 

Research conducted in 1990 l>yDrs.Davkl Alan Aschauer. former senfereconomtet 
with tie Federal Reserve Bank off Chicago, and Richard Mudge. former cfrector of 
the Congressfonal Budget Office Pubic Investment Unit, shows mat a sustained 
$40 tMon per year Federal Highway Program woukJ have other tongterm positive 
effects on the U.S. economy tiat would greaty increase Americans competMveness. 
Asdiauer and Mudge found tiat after 20 years of inaeased Investment, nalfonal 
labor productivity wouU be 7.7 percertf h^|tier tian woukJ have t)een actiieved 
without the program. This gain in productivity of $3,200 per American worker. 
wouU generate an addttonal $10 bOUon per year in corporate profit and $35 bOkm 
per year in private investment. 

Additfonal highway investmer4 woukJ not only improve tie mot)iQty and safety of all 
Amerfoans, but also help tie natfon meet energy and air quality goals by helping 
alleviate traffic congestfon in urt>an^5uburt»n areas. 

The American Road & Transportatton Buiders Assodatfon has proposed that 
Congress finance a $40 blion per year Federal Highway Program bf taking the 
folk)wing actions: (1) hicrease the federal motor fuels excise by at feast 10 cents- 
per-gaHon, effective in FY92; (2) Authorize spendkig of tie 2.5 cents-per>gaHon 
federal motor fuels excise currently earmarked for non-transportatfen uses for 
highway and txkige improvements; (3) Autiorize a drawdown of tie cash k>alance 
in the federal Highway Trust Fund (currently $9.8 billion); and (4) Eliminate tie 
federal tax sut)sidy (6 cents-per-galfen) on tie sate of gasohol. 

Congress has a gokfen opportunity to meaningfully address tie natfen's serious 
transportafion infrastructure crisis AND create long-term empfeyment in industrfes 
hardest hit t)y the current recessfen when it reauthorizes the Federal Highway 
Program during 1991. 



77w Sttius of th9 Nation's hV^twsys tnd Bfkfffts' Conifitioit$ Mnd PMib#nMMOfi, Ropoft of tlt# 
S«cr9tary of Transportalion to lh« U.S. Congr«ss. Jim* 1969. Pag* 30. Tabl« 4-A. 

Highway Bfidgm fWplacmnmnH and RahabStwUon Ptvgrmn, Report of th« S«cr«tary of 
Transportation to tha U.S. Congrass, Juna 1989. Paga 111-21. labia ni-7. 

Th0 Status of tha Nation's Highways and Bridgas: Conditions and Parformanca, Raport of tha 
Sacratary of Transportation to tha U.S. Congrass. Juna 1989. Paga 1-11. Istka 1-1. 

Enhancing U.S. CompaliUvanass Through Highway hvastmanl: A Stralagy for Economic Gro¥i/^ 
Apogaa Rasaarch. he., for tha Amarican Road & Transportalion Buildars Association. Juna 1990. 
Paga 3. 
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Determining The Employment impact 

Of A Sustained $25 Biiiion increase in 

Annuai Federai Highway investment 



This analysis, prepared by Apogee Research, Inc., of Bethesda, Maryland, for the 
American Road & Transportation Builders Association, estimates the number of new 
jobs that would be created by the association's proposal to increase annual federal 
highway Investment by $25 billion - the amount the U.S. Department of Transportation 
says is necessary to meet Identified capital needs. 

The analysis utilizes the highly-respected national Input/output econometric model 
created by the Regional Science Research Institute. The RSRI model Is based on data 
collected by the U.S. Department of Commerce. 

The model forecasts the number of direct and indirect jobs that are created by a given 
level of higliway expenditures. It quantifies the principle that every direct job created in 
highway construction (or any other industry) generates additional jobs in other 
employment sectors as the funds are re-spent throughout the economy. 

The financial assumptions made about highway spending follow the general 
assumptions used by the Congressional Budget Office In its reports: 

• New authorizations are obligated one-half in the first year and one-half In the 
second year. 

• Once obligations are made, outlays are spread over six years with the largest 
amount occurring In the second year. 

• . The month-by-month spend-out rate is based on historical rates collected by the 

Federal Highway Administration and used by the Congressional Budget Office. 

The estimates presented here do not include U.S. Jobs that are generated by the 
current level of federal highway funding. The effect of state matching funds is also not 
included in the analysis on the assumption that the states, as a whole, would not 
increase local funding for the program, but rather reprogram existing highway monies 
to obtain federal dollars. 

Table 1 shows the estimated gain in jobs that would be generated on a state-by-state 
basis. The distribution of the increase in jobs is proportional to the state increase In 
federal grants that would occur under the current formula used by the Federal Highway 
Administration. The formula is estat>lished by Congress and subject to possit>le 
revision. The distribution of Jot)S across the state will also vary according to the state's 
economic structure. 

Graph A illustrates the total annual employment generated by the program at>ove 
baseline year level. 

Graph B shows the states that would gain at least 25,000 new jobs during the 
program's peak year. 

Tables 2 and 3 show the yearly job gains by industry sector and by selected industries, 
respectively. 
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Table 4 shows the (ob impact on selected occupations. 

Table 5 presents the month-by-month outlays generated by authorizing an additional 
$25.6 billion per year for highway spending. Based on past history, it has taken two 
years for highway authorizations to be obligated and about six years for obligations to 
be converted to outlays. This may be conservative. The historical data was obtained 
from the Congressional Budget Office. 

Table 6 shows the Increase in annual federal hjnds that each state would receive 
undei a $40 billion per year Federal Highway Program if current funding formulas and 
matching ratios are maintained. 

Graphs C and D Illustrates the condition of the bridges and pavement on the federal 
system, according to U.S. Department of Transportation data. 

Graph E provides general highway trends over the 20year period 1969-1989 
including capital outlays, vehicle miles traveled. automot>ile registrations, the number 
of licensed drivers, fuel consumption, population and road mileage. 

Graph F shows the effects a sustained $25 billion per year Increase In federal highway 
investment would have on the U.S. economy in terms of productivity, corporate profit 
and private Investment. 

In should be noted that tNs analysis only covers the first five years of a greatly 
expanded capital Improvement program. One must realize, however, that the money 
that is authorized over five years would continue to flow into the constaictlon "pipeline," 
providing a positive employment effect well beyond the five years detailed here. 

This analysis was conducted under the direction of Dr. Richard Mudge, president of 
Apogee Research, Inc. Questions may be directed to Dr. Mudge by calling (301) 652- 
8444. 



Digitized by 



Google 



104 



Graph A: TotaV U.S. Employm&m Cr&ated Above Baseline Year 

By A Suslained $25*6 Billion Increase In 

Annual Federal Highway Investment 

JOB IMPACT BY FISCAL YEAR 



87,569 448,268 800,627 903,933 942,926 
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Table 1; Cumulative State Employment Increase Above 

Base Year Generated By A Sustained $25.6 Billion Increase In 

Annual Federal Highway Investment 
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Graph B: Peak Year Employment Impact On 

SeJected States (Over 25,000 New Jobs) Caused By A Sustained 

$25.^ Billion Increase in Annual Federal Highway Investment 
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Table 2: Employment Increase Above Base Year By Industry Sector 

Resulting From A Sustained $25.6 Billion Increase 

In Annual Federal Highway Investment 



wmm^^m^^^Mm!:^mm 



Contmidion 22.451 114.929 205.268 231.728 241.751 . 



..816.127 



Busin«ss 

S«fvic«s 16.942 86.729 154.902 174.869 182.433 615.875 



Manufacturing 16.120 82.519 147.382 166.381 173.577 585.979 

485.754 



RataM 

Trada 13.363 68.405 122.174 137.923 143.1 



Transportation. 

Comrminication & 

Public Utilitias 5.036 25.782 46.047 51.983 54.232 183.081 



Financa. 

InsuraiKa & 

RaalEstata 4.779. 



..43.694 49.326 51.460 .. 



.173.722 



Wholasala 

Trada 4.512 23.098 41.253 46.571 ..48.585 164.020 

Agricultura 1.985 10.164 18.153 20.493 21.379 72.173 

1.695 8.675 15.495 17.492 18.249 61.606 



AgrtcuKura 

Saivica. Forastry 

& Fish 424 2.171 3.878 4.378 4.567 15.419 

Govarnmant 260 1.333 2.381 2,688 2.804 9.465 

TOTAL 87.569 448.268 800.627 903.833 942.926 3,183.222 
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Table 3: Empioyment Increase Above Base Year In Selected Industries 

Resulting From A Sustained $25.6 Billion Increase 

In Annual Federal Highway Investment 



-giNfeiJifSI 




Metal Products 2.329 11.924 21.297 24.043 25.083 84.677 

Gon«ral 

Merchandise 

Stores 1.639 8.390 14.985 16.916 17.645 59.578 

Real Estate 1.427 7.307 13.051 14.733 15.370 51.888 

Food A 

Kindred Products 

Manufacturing 1.284 6.574 11.742 13.255 13.829 46.685 

Primary Metal 

Products 

Manufacturing 1.162 5.947 10.622 11.991 12.510 42.231 



Food Stores 1.042 5.336 9.531 10.759 11.224 .. 



..37.892 



Apparel 

Manufacturing 1.030 5.274 9.419 10.633 11.093 37.449 

Auto Repair 

Services & 

Garages 835 4.273 7.631 8.615 8.987 30.340 

Hotels & 

Other Lodging 823 4.213 7.525 8.495 8.863 29.919 

Chemical 

Manufacturing 809 4.141 7.396 8.350 8.711 29.406 



Banldng ., 



..788 4.035 7.208 8.137 8.489 28.657 



Petroleum & 

Coal Products 644 3.294 5.883 6.642 6.929 23.392 

Textile Mill 

Products 609 3.117 5.568 6.286 6.557 22.137 
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Table 4: Employment Increase Above Base Year 

For Selected Occupations From An Additional $25.6 Billion Per Year 

In Budget Authorizations For Federal Highway Investment 



: oc6Up^tri6ii 




Cooslfuclioo 

Crifttnwn 11.701 59.900 .106.9i4 ......120.774 ..^.125.998 425.357 

Managers a 

AdmlnWraloft 10.406 53.279 95.159 107.425 112.071 378.341 

Op«rallvM 

(E»e^A Tranr) 9.938 50.875 ...90.865 102.578 ...... 107.015 361.272 



Per». S«fv. 
Workwt 



.9.272 47.466 84.776 95.704 99.8 



Oaflsnwn 

(Exc«pl ConsU.) 8.258 42.275 75.505 85.238 88.925 300.201 

Laborm 6.419 32.857 58.684 66.248 89.114 233.321 

Salas Work«r« 5.384 27.562 49.227 55.573 57.977 195.724 

Trans. Equip. 

Opafalort 4.561 23.348 41.701 47.076 49.113 165.799 

Prolastionals. 

Tachnidant 2.632 13.473 24.064 27.168 28.341 95.677 



Englnaart 1.063 5.442 9.720 10,973 11.448 . 



..38.647 



EnginaaringA 

SdancaTaehs 945 4.839 8.643 9.757 6.204 20.944 

Computar 

SpadaHsts 363 1.860 3.322 3.750 3.913 13.208 
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Table 5: Monthly Outlays Resulting From A Sustained 

$25.6 Billion Increase In Annual 

Federal Highway Investment ($ Millions) 




Month 


221 


1.129 


2.017 


2.277 


2.376 




Month 


196 


1.002 


1.789 


2.020 


2.107 




Month 


185 


949 


1.695 


1.913 


1.996 




Month 


141 


723 


1.292 


1.458 


1.521 




Month 


122 


625 


1.116 


1.260 


1.314 




Month 


124 


635 


1.134.... 


1.281.... 


1.336 




Month 


133.... 


683 .... 


1.219.... 


1.377.... 


1.436 




Month 


161 .... 


823 .... 


1.470.... 


1.659.... 


1.731 




Month 


202 .... 


1.032.... 


1.844.... 


2.081 .... 


2.171 




Month 

10 


187.... 


956 .... 


1.707.... 


1.927.... 


2.010 




Month 

11 


236.... 


1.208.... 


2.157.... 


2.435.... 


......2.540 




Month 

12 


246.... 


1.261 .... 


2.253.... 


2.544.... 


2.654 




TOTAL 


2.154 .... 


....11.026.... 


.... 19.693 .... 


....22.231 .... 


....23.193 


78.296 
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Table 6: What A $40 Billion Per Year Federal Highway Program 

Would Mean To The States In Terms of Increased Federal Funding 

Under Current Formulas and Matching Ratios 
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Graph C: "Structurally Deficient'* And ''Functionally Obsolete" Bridges 

On The Federal Highway System According To The 

U.S. Department of Transportation Report To Congress 
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Graph D: Federal Highway System Mileage 

in imminent Need off Repair According To The 

U.S. Department off Transportation Report To Congress 
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Graph E: Highway Indicator Trends As Reported By 
The U.S. Department of Transportation 
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Graph **P*: Long Term Economic Impacts Created 

By An Additional $25 e Billion Per Tear In Budgel Authoikatlons 

For Federal Highway Investment 
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Enhancing U.S. Competitiveness 
Through Highway Investment: 

A Strategy for Economic Growth 



Preface 

In January 1990. the American Road and Transportation Builders 
Association (ARTBA) commissioned Apogee Research, Inc., of 
Bethesda, Maryland, to co nduct research to project the long-term 
economic impacts of ARTBA's proposed $40 billion per year Federal- 
aid Highway Program. 

This paper reflects the personal views of its authors, Drs. Richard 
Mudge and David Alan Aschauer. Dr. Mudge, former chief of the 
Congressional Budget Ofllce's Public Investment Unit, is president of 
Apogee Research. Dr. Aschauer is a senior economist with the Federal 
Reserve Bank of Chicago and a senior associate with Apogee Research. 

This paper should not be interpreted as reflecting Federal Reserve 
Bank policy. 



Executive Summary 



Transportation infrastructure investment is most often Justified based 
on its effects on short-term Job creation, the fact that spending has 
not kept pace with economic growth, or shortfalls in physical 
conditions relative to some engineering or safety standard. While real, 
these arguments miss the vital, long-term economic role that 
transport services play in a developed economy. 

Recent research provides evidence of the far-reaching importance an 
effective transportation system has for the nation's economic 
performance. This report summarizes the first use of Dr. David 
Aschauer's research to explore the broad economic efiects of a major 
increase in public investment. 

As an example, we have simulated the likely economic effects of a 
significant increase in federal highway spending — roughly equivalent 
to the $40 billion per year federal program that has been proposed by 
the American Road and Transportation Builders Association in 
response to Highway capital needs that have been identified by the U.S. 
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Department of Transportation. SpeciAc measures examined include 
the impact of this increased investment on nation-wide labor 
productivity, private investment, and corporate profit. 

The simulation indicates that an increase in hiahwau Investment of 
this magnitude will lead to a $250 annual increase in productivity for 
each American worker within the program's Rrst five uears. and a 
each American worke within the programs first five uears. and a 
proQrQm's onset (oil in 1990 drtlcirg/, 

These increases are the additional output per worker that can be 
expected compared to a baseline scenario that assumes a continuation 
of current highway expenditure policies. These results imply a 
reversal in the nation's stagnant rate of labor productivity, with 
productivity growth reaching half a percentage point or more above 
the baseline forecast. Aftgr 20 l/gttrg g/gugtfl(ngd hJQhWQU (avggtmgnt 
^ach Americjdilwctks within the programs first five ukSrs. andm 
than without the program. 

These impacts affect the entire economy and are not small. Bg earig in 
the RgiKt cgRtMH/, labor pfvduQtMiu wQuld be growing at St,75% per 

uear versus an expected 2.2% per gear - a 23% higher rate of growth. 

In addition, the simulations suggest that once the new highway 
program has had time to influence corporate decisions, the 
(hg RgiKt cgRtMH/, igbQ vrodwUvHu would be growing at SfJ5% pgr 
mflrq(Rg - bg gp to JtO% within 20 wggrg. 

Even without adjusting for a larger economy, annual corporate profits 

woKKld be MHeig to (Rcrgggg bg more thQ,n $10 billion per gear within 
.fl\>e ueQr^ following the (Rcrggggd highwag (Ri^ggtmgRt. ttRd Rgarlw $30 
billion per gear within 20 gear^ of the program's initiation 

The increase in public investment is likely to cause a short-term 
negative impact on private investment, as funds will be diverted from 
the private to the public sector. Within 10 years, however, this effect 
will be reversed, with growing corporate profits generating new 
sources for private investment. In fact, bg 2012 there would be a $35 

the neM eentum. lobo productivitg would be growing at 2,75% per 

baseline projection. 

The program analyzed in this report is not inexpensive, with annual 
costs for the average driver of about $60 to $70 in higher motor fuel 
user fees. The potential gains identified by these simulations affect 
the entire United States economy, and will have benefits that far 
outweigh the cost. 
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Potential Improvement in Broad Economic liAeasures 

That Could Be Derived Through Implementation of the 

Proposed ARTBA Highway Investment Program 


Labor ProductMiy 








percentage Increase 
in rate of growth 
in productivity 


increase in output 
per worker 


1997 
2012 


49.3 
423.0 


4$250 
4$3,200 


Corporate Profit 








percentage Inaease 
in profit rate 


increase in annual 
corporate profits 
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2012 


44.3 
49.9 


4$1 2 billion 
4$29 billion 


Private Investment 








percentage increase 
in private investment 


change in annual 
private Investment 
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-$19 billion 
4$35 bilKon 
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Introduction 

The United States enters the 1990s facing serious economic 
challenges and competition from both Western Europe and the Far 
East. The signs are everywhere: "EC '92" is a reality... A united 
Germany is in the offing... England will soon be linked by surface 
transportation to the rest of Europe... Markets in Eastern Europe are 
opening to the West for the first time in over three decades... Japan 
continues to exhibit its prowess in exploiting market opportunities... 
Korea. Hong Kong and China are all following courses designed to 
make them major world economic players. 

Simply put. in this decade, the ability of the United States to compete 
in world markets will be strongly put to the test. 

The decline in our economic competitiveness is also obvious and a 
frequent topic of news media analysis and political rhetoric. Our 
economic "track record" entering 1990 shows a serious gap between 
productivity growth in the United States and other industrial nations, 
record trade deficits, and a growing dependence on foreign capital. 

What's wrong? Is the American worker lazy? Can all of our economic 
problems be laid on the federal deficit? The answer to those 
questions is certainly "no." The search for answers — and solutions — 
to our competitiveness problems must go beyond what appears to be 
the "obvious." We need to begin looking for the common threads that 
can be found In the past economic success of this country — and the 
current Inroads being made by others. 

At least one major thread that winds through every economic success 
story Is an efficient surface transportation network. 

It Is an observable fact that countries which sustain a high level of 
public Investment relative to output experience higher productivity 
growth than other countries. For example, during the past two 
decades. Japan has Invested about 5. 1% of Its output in public works 
and achieved productivity growth of 3.1% per annum. The United 
States, meanwhile, has maintained a low public Investment ratio of 
0.3% and seen Inferior productivity growth of 0.6% per year. * 

Part of the explanation of the decline in the competitive position of 
the United States may be found In the low rate at which It has added 
to Its stock of ports, highways, airports and other facilities that aid In 
the production and distribution of goods and services. ^ 

In the 1990 Economic Report of the President, Michael Boskln, 
chairman of the Council of Economic Advisers, writes that "Inadequate 
government Infrastructure can Impede Improvements In productivity 
growth" and that "taking advantage of productive opportunities to 
maintain and Improve the Infrastructure is an important part of 
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Federal, State and local government policies to raise economic 
growth.** 

Yet physical capitah investment slid from 24.3% of total federal outlays 
in 1960 to 11% in 1990 and is scheduled to fall to 10.7% in 1991. 
Similarly, total federal investment has slumped from 34.1% of total 
public investment in 1960 to 19.4% in 1990 and. if the president's 
proposed budget were adopted, would decrease to 19.2% in 1991. 

For the past two decades, growth in the private sector capital stock 
has far ou^aced growth in the nonmilitary public capital stock. 
Between 1968 and 1988. the private sector's net stock of equipment 
and structures rose from Just over $4 trillion in 1982 dollars to $7.3 
trillion, while the public sector's net nonmilitary capital stock climbed 
from a little over $1.2 trillion to $1.7 trillion. As a result, the ratio of 
public to private fixed capital stocks dropped from more than 30% in 
1968 to around 23% by the end of 1988. 

These divergent trends in private and public capital accumulation 
attract attention when they reveal themselves in dramatic failings, 
such as when a bridge collapses. But the fact is. America's 
transportation infrastructure has not been keeping pace with the 
growth of the U.S. economy. 

The U.S. Department of Transportation's 1989 report to Congress on 
the state of the nation's highways and bridges should disturb anyone 
with an interest in moving goods and services or a role in determining 
national economic policy. Forty percent of the nation's bridges are 
deficient. More than 40% of the pavement on the Federal Highway 
System is in •'fair" or "poor" condition. ^ 

At one time, the link between infrastructure and overall economic 
growth was obvious and had wide acceptance. Today, a more 
sophisticated and skeptical public requires more systematic evidence 
of what was once largely taken for granted. 

Recent research by Dr. David Alan Aschauer of the Federal Reserve 
Bank of Chicago and Dr. Alicia Munnell of the Federal Reserve Bank of 
Boston provides persuasive evidence that the slowdown in public 
works investment in this country over the past quarter century may 
well be the most significant single force behind the relative decline in 
U.S. producUvity. * 

This paper utilizes Dr. Aschauer's work to quantify the potential 
economic effects of implementing the $25 billion per year increase in 
federal highway and bridge investment that has been proposed by the 
American Road and Transportation Builders Association. 
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ARTBA*s Proposed 
Highway Investment Program 

The U.S. Congress has already begun public hearings on 
reauthorization of the Federal Highway Program. Current 
authorizations are scheduled to expire on October 1, 1991. This could 
be the most slgnlflcant transportation legislation since 1956, when 
the federal Highway Trust Fund was established and the Interstate 
Highway Construction Program began in earnest. With new 
construction on the original Interstate Highway System nearly 
complete, this legislation has the potential to establish the structure 
and level of federal highway spending Into the 21st Century. 

In recognition of this potentially historic event, virtually every group 
Interested in highways and transportation has worked at developing a 
consensus program for the future. The proposals prepared by most of 
these groups have focused on Improving the effectiveness of existing 
programs and developing the maximum level of spending that could be 
supported within existing resources — excise tax revenues plus the 
more than $17 billion "checkbook balance" in the Mass Transit and 
Highway Accounts of the federal Highway Trust Fund. 

The American Road and Transportation Builders Association (ARTBA), 
however, has proposed a bolder approach. In response to calls for the 
doubling of capital Investment by the National Council on Public Works 
Improvement ^ and analytic work done by the Federal Highway 
Administration ^ that Indicates a 20-year, annual investment of up to 
$40 billion is necessary to meet existing capital needs on the federal 
system, ARTBA recommends that Congress authorize a $40 billion per 
year Federal Highway Program effective in Fiscal Year 1992. ^ This 
would represent about a $25 billion per year increase above the 
current level of federal highway investment. 

ARTBA proposes that the expanded investment be accomplished 
primarily through a concurrent spend-down of the Highway Trust 
Fund balance and an increase in federal gasoline, diesel and truck user 
fees. 



Guide to Rest of Paper 

Since this paper uses the results from Dr. Aschauer's most recent 
analytic efforts to simulate the long-term economic effects of the 
national highway program proposed by ARTBA, its focus is on broad 
economic impacts, including overall economic productivity, private- 
sector profitability, and the level of private-sector Investment. 

This differs from the more traditional analyses of transportation 
Investment proposals, which have tended to focus on the immediate. 
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first-order effects of improved physical conditions: greater safety, 
reduced travel time, and greater reliability of transportation 
infrastructure improvements. We have also not considered the Jobs 
generated during construction. 

A 20-year time frame is used for our analysis to provide enough time to 
focus on the long-term economic growth implications of an improved 
national highway network. 

The next section explains how — and why — transportation 
infrastructure plays a key role in encouraging greater private sector 
productivity. 

A fter a brief description of the major assumptions made concerning 
ARTBA's proposed highway program and a summary of the simulation 
model that has been used, the paper describes our findings, and 
discusses their policy implications. 

A Technical Appendix provides background on the econometric 
estimates that underlie our forecasts and the detailed simulation 
results. 



THE ECONOMIC IMPORTANCE OF 
IMPROVED HIGHWAYS & BRIDGES 

Highways and Economic Growth 

Past motivations for highway spending have been driven by "needs" 
studies that reflect the failure of investment to keep pace with 
demand. By themselves, however, estimates of needs bear little 
relationship to economic and social returns from increased 
investment. Thus, they have had limited influence beyond the 
transportation community. 

In some cases, economic arguments have been used, but most of these 
have relied on the short-term Jobs created by construction spending. 
This view is misleading since the number and types of short-term Jobs 
created vary little from one type of public capital spending to another. 
Also, in the near term, these impacts may t>e largely offset by reduced 
economic activity due to increased user fees or a general diversion of 
dollars away from the private sector. 

Investment decisions about highways and bridges should not be based 
on their short-term eflects alone. These structures have a productive 
life that can be measured in decades of service and thus should be 
evaluated on their likely long-term effects. Indeed, in an open and 
dynamic economy, significant improvements to the transportation 
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network should also affect the organization and structure of the 
nation's economy and of its industrial productivity. 

Long-term economic impacts are much harder to isolate. When long- 
term effects have been examined in the past, they have usually been 
based on changes in specific transportation corridors and have 
emphasized the gains for transportation firms and closely related 
industries. ® 

Further, in many cases, some variation on the input-output model 
forms the basis for the analysis. While these models generate detailed 
results, they are of little use in projecting system-wide changes to a 
transportation network or impacts on a dynamic economy. ® 

The United States has a developed economy, with few untapped 
resources and an extensive transportation network already in place. 
As such, the broad economic importance of individual infrastructure 
projects is much harder to show. The effect on private industry must 
compete with many other forces and thus may seem to be more 
diffuse. Nonetheless, it is real. 

Unlike during the 19th Century, the economic frontier today is no 
longer confined by geographic location. It must include the 
production processes of our firms and their competition — both 
domestic and foreign. 

As is now the case with virtually every developed economy, the United 
States can expect only slow population and labor force growth In the 
near future and no significant increase in its natural resources. As a 
result, future economic growth will depend increasingly on how well 
we use our available capital and labor — that is, economic productivity 
will grow in importance as a force for economic growth. 

This paper shows the tangible effect on productivity and thus the 
future economic well-being resulting from a more extensive and 
productive transport system. 

The Value of Highways to the Private Sector 

In their simplest models, economists explain economic output as the 
product of capital and labor inputs. For example, to deliver an 
overnight package. Federal Express requires labor — truck drivers, 
airplane pilots, mail sorters — and physical capital — the associated 
trucks airplanes, computers and the '^Octopus" (Federal Express's 
mechanical mail sorting machine). 

Oddly, it is conventional for economists to include in the physical 
capital concept only private plant and equipment and to neglect public 
capital such as roads, airports and other infrastructure facilities that 
these firms rely heavily on to do business. 
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As the Federal Express example makes clear, however, this neglect 
can be grossly misleading. What kind of product would Federal 
Express have were it not for the streets on which it drives its trucks? 
What level of profit would Federal Express experience without the 
availability of a general transportation infrastructure for the use of its 
customers and employees? 

While the choice of Federal Express as an example is admittedly 
extreme, a moment's reflection can provide numerous examples of 
how the availability of efllcient highways and bridges support nearly 
every productive activity in the economy. Consider, for example, that 
the Interstate Highway System provides truck access to virtually every 
large- and medium- sized market and major port in the United States. 

Good highways serve multiple functions, allowing for Just-in-time 
inventory management, as well as reliable shipment to local, national, 
and international customers. Without good public infrastructure, 
private production would be a difflcult — and in some cases, 
impossible — task. 

Our transportation infrastructure supports more effective private 
business by: 

• Reducing bottlenecks in production and management; 

• Adding flexibility to what gets produced and how this is 
accomplished; 

• Improving access to labor and other key inputs; 

• Permitting greater specialization of corporate functions; and 

• Providing access to new and larger markets. ^^ 

While the detailed effects vary across industries, individual impacts 
can be summed as national aggregates. Without question, a limited, or 
inefTicient national highway network can act as a drag on overall 
private economic activity. This reduces profits, which, in turn, 
restrains private investment and hampers growth in overall 
productivity. In particular, an inadequate transportation system: 

• Lowers the rate of profit for private firms. Recent empirical 
research shows that a one percent decrease in the stock of public 
infrastructure is capable of lowering the average proflt rate for private 
firms by about one-tenth of one percentage point. Very simply, a 
deflcient infrastructure raises the costs of production for private 
firms; ** 
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• Depresses private investmeiit. As lower public Investment reduces 
corporate profits, managers will respond by cutting back on some 
planned additions to private capacity; and 

• Depresses productivity growth directly and indirectly. Less capital 
per worker means that workers will be able to produce less output in 
any given period of time. Thus, a lower public capital stock pushes 
down productivity directly. A deficient public capitad stock also 
depresses profits, causing private investment to contract, thereby 
detracting from growth in private capital stock. 

Returns To Public Investment 

Over time, the relative economic returns from public versus private 
capital should shift, depending on the nation's economic structure and 
the degree to which we may have under (or over) Invested in one 
versus the other. Indeed, one logical explanation for the dramatic 
results found by Munnell and Ascnauer is that the nation has been 
under-investing in public works for some time. As a result, many 
productive public investments have been missed or, at best, deferred. 

This means that the economic returns from additional public 
investment in transportation and other public works should be 
unusually high for at least the foreseeable future. Even If there is a gap 
between spending and demand, however, we still must take care to 
avoid individual projects that are not cost eflective. 

Most analytic techniques designed to measure the economic, social or 
financial effects of alternative transportation investments use average 
data, such as that found in an input-output table, to describe changes 
by industry. 

To truly understand these forces, however, requires a systems 
approach rather than a link-by-llnk analysis of the costs and benefits of 
individual improvements. Indeed, one implication of the macro-based 
analyses of Aschauer and Munnell is that merely adding up the effects 
of individual transport links understates the economic importance of 
highway investment. From a national perspective, there is more to 
transportation benefits than can be derived from a summation of cost- 
benefit studies. 



ASSUMPTIONS AND SCENARIOS 



Underlying Baseline Economic Assumptions 

The analytic approach taken here is first to build a baseline economic 
scenario that continues recent trends in economic performance and 
current policy toward highway and bridge investment. The effect of 
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alternative levels of highway program investment on the economy can 
then be investigated by incorporating proposed changes into the 
scenario, tracing the resulting changes, and then comparing them to 
the baseline scenario. 

The baseline assumptions for the non-highway portions of the 
economy call for a steady state based on conditions through 1988. No 
attempt is made to forecast future economic downturns or upturns 
and no assumption is made about potential dramatic shifts in the 
nation's economic structure or the rate of growth in overall efllciency 
from that of the late 1980s. The purpose here is to focus on the long- 
term effects of a significant change in the level of highway investment. 

The baseline policy path wc have chosen assumes: 

• Growth in the basic level of productive efficiency of one percent per 
year (arising from current levels of public and private investment, 
from a better-educated labor force, more efficient allocations of labor 
and capital, and from research and development); and 

• Growth in the labor force of approximately one percent per year. 

In addition, the baseline highway investment assumption is that the 
highway stock grows at a rate of 0.7 of a percent per year, its growth 
rate during 1987. This is a very conservative assumption since it is 
somewhat higher than the rate of change in the late 1970s and the 
early 1980s. 

Underlying Highway Program Assumptions 

The two key components of any major new highway program, of 
course, are the level of spending contemplated and the source of 
funds. 

We assume that the expanded program is financed by an increase in 
the federal motor fuel and truck user fees. (While a user fee increase 
could be phased in over several years to match the actual buildup in 
outlays, ARTBA has proposed that a 15 cents-per-gallon increase be 
initiated in Fiscal Year 1992.) ^^ 

We further assume that the states will provide the matching funds for 
the new federal grants by first reprogramming their existing highway 
capital spending. This is a conservative assumption in the sense that 
we assume no increase in capital investment beyond that of the new 
federal program. In particular, if the federal share of the highway 
program financing remains in the 75 to 80 percent range, the states 
would have little leeway to substitute federal for state funds. 
Depending on the level of federal- to-state match required by the new 
program, a few states would have to increase local user fees slightly in 
order to generate additional funds. *^ 
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This spending will not occur Instantaneously. States will have to step- 
up their design and engineering activities and the construction 
industry will have to adjust to the increased level of demand. Witliin a 
few years, the level of capital Spending will have adjusted to a steady 
state. 



Economic Simulations 

The economic simulations presented in this section and described in 
the Technical Appendix" build upon Dr. Aschauer's recent empirical 
findings to determine the likely effect of three distinct future highway 
investment policies: 

A **Ba8eline/Statu8 Quo Policy" in which the growth rate of highway 
stock remains constant through the period 1988 to 2012 at the level 
attained in 1987; 

A "Sustained Investment Policy" in which the growth rate of highway 
stock is raised during a 10-year period starting in 1992 by 0.5 of one 
percent over tlie 1987 level and stabilized at that higher level; and 

A "Transitory Investment Policy" in which the growth rate in highway 
stock is raised during a 10-year period starting in 1992 by 0.5 of one 
percent over the 1987 level until the year 2002. After 2002 it is 
assumed that the growtli rate of highway stock returns gradually to its 
1987 level by 2012. 

The "Sustained Investment Policy" scenario assumes that the 
purchasing power of the Federal Highway Program Is maintained 
throughout the 20-year period. The 'Transitory Investment Policy" 
scenario assumes that after 10 years the level of federal highway 
spending decreases. Once the recent period of underinvestment in 
highways has been reversed, a different balance between public and 
private capital might be called for. 

Research Findings 

In presenting the results of our econometric simulations, it should be 
remembered that tlie results show changes across the whole economy. 
A change In average productivity would apply to the 124 million 
workers In the United States as a whole. Similarly, increases in profit 
returns and private Investment levels apply to the entire economy. 
Thus, even though the percent changes presented may appear to be 
quite small, when put In context, they represent very significant — and 
substantial — effects on the economy as a whole. 
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The Long-Term Effect of a Sustained Increase 

In Highway Investment on 

U.S. Productivity 

Figure 1 (page 16) graphically illustrates the likely impacts of the 
three scenarios previously discussed on future productivity growth in 
the United States' economy. 

"Baseline/Status Quo Policy** 

Productivity growth falls over the period 1992-1995 and then begins a 
veiy slow but steady rise until it reaches 2.2 percent per year by 2012. 
The fall is due to declining investment until 1995. After 1996. there 
is a sustained increase in the private capital /labor ratio and, 
consequently, in productivity growth as well. 

It should be noted, however, that although national productivity 
improves under this scenario, it remains below post-World War II 
levels attained in the United States and well below the levels currently 
being attained by Japan and West Germany. For context, the labor 
productivity growth rate In tlie United States averaged 2.8% per year 
over the 20-year period 1950-1970. Recent growth has averaged less 
than 2% per year. 



''Sustained Investment Policy" 

Implementing a Federal Highway Program of the magnitude proposed 
by ARTBA. should generate a $250 increase in productivity per 
American worker within the first 5 years of the program's initiation, in 
1990 dollars. By 2012. the cumulative additional productivity 
achieved in the economy will result in a $3,200 (in 1990 dollars) 
increase in annual output per American worker, per year. 

The additional public sector highway investment beginning in 1992 
generates a modest improvement in productivity growth until 1995. 
A more substantial improvement begins in 1996. By 2002. 
productivity growth of 2.75% per year has been attained — a return to 
post-World War II levels. This growth level remains constant for the 
next 10 years. 

These results imply a reversal in the nation's stagnant rate of labor 
productivity, with productivity growth reaching half a percentage 
point or more above the baseline forecast of maintaining essentially a 
status-quo highway program After only 10 years, national productivity 
would have increased to a level 2.4% higher than it otherwise would 
have been without the increased highway investment. After 20 years 
of sustained investment, productivity would have risen 7.7% above 
baseline projections. 
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To put a productivity gain of that magnitude in context, consider that a 
7.7% increase in American productivity in 1990 would have resulted 
in $400 billion worth of addiUonal output above that of 1989. 

After 20 years of sustained highway investment at the proposed level, 
national productivity would be 7.7% higher than without the program. 
These impacts affect the entire economy and are not small. Labor 
productivity would be growing at 2.75% per year versus 2.2% per year 
without the program - a 23% higher rate of growth. 

Put another way. a large-scale. 20-year highway program such as 
proposed here cputd fldd neQrJu $400 bUUon to th^ GrQ^s NMonal 

Product in a single {tear once the investment was complete. 



"Transitory Investment Policy*' 

Under this scenario, productivity growth peaks in 2003 at 2.6% per 
year and then falls back to the baseline path. This is because the 
transitory policy assumes that highway investment returns to Its 
original level by 2012. 

Even under the transitory policy, the 20-year total cumulative gain in 
U.S. productivity over the period 1992-2012 would be a very 
signlflcant 5.7%. 

To put a productivity gain of that magnitude in context, consider that 
in 1989 dollars a 5.7% Increase in productivity would equal xlQ 
additional $2.300 in output per t/.S. worker per uear bu 2012. 
Applied to America's 124 million-person labor force, it equals an 
QMHioml $300 btKtoa (n GJVP mnmllu bu t/ig gnd of th^ .first dgcfldg 
Qft/ig2JgtCgfiturw. 

The Long-Term Effect of a Sustained increase 
in Highway investment on 
Private Sector Profitabiiity 

Figure 2 (page 16) illustrates the long-term impact of the three 
highway investment policies on annual corporate profits. 

"Baseline/Status Quo Policy** 

Following a status quo highway investment policy, the rate of return to 
capital would rise only slightly over the 20-year period, 1992-2012. 
However, the equivalent of a $25 billion per year increase in highway 
investment — either sustained or transitory — Improves this forecast 
markedly. 
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"Sustained Investment Policy" 



Implementing and sustaining a long-term highway Investment strategy 
over the period 1992-2012, the profit rate on private capital would 
have Increased by 1997 from 7.9% to 8.3%. By 2012. It would have 
Increased to 8.8%. roughly 10% better than under a baseline forecast. 

In dollar terms. Implementing and sustaining this highwa[i investment 

gtrfltggu wQuld Q^n^rQi^ Q $12 bUlJQn amiAal (ncrgflgg in corporate 

profits b^ 1997. and a $29 bi llion per ^ear increase in corporate 
profits bu 2012. 



''Transitory Investment Policy** 

Implementing the proposed highway Investment strategy In 1992 
would cause the profit rate on private capital to rise gradually to 8.8% 
- by 2003. After 2003. it gradually returns to the baseline path if 
highway investment were to return to Its pre- 1992 level. 



Figure 1 

Highway investment and productivity 
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Figure 2 

Highway investment and profitability 
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The Long-Term Effect of a Sustained Increase 

In Highway Investment on 

U.S. Private Investment 

Figure 3 (page 18) depicts the likely effect of the three highway 
investment scenarios on private investment in plant and equipment. 



"Baseline/Status Quo Investment Policy** 

Private investment could be expected to remain relatively constant 
during the period 1992-2012 under an extension of current highway 
spending level. Private investment, measured as a percent of capital 
stock, would remain around 3% per year. It should be noted at the 
outset that a negative short-term effect on private capital investment 
is likely regardless of how the increase in public Investment is 
flnanced. For our purposes, however, one implicit assumption is that 
the increased public spending on highways is not financed by diverting 
existing public investment, but through increased highway user fees. 



**Sustained Investment Policy'* 

Implementing a significant increase in highway spending would 
depress private investment until the year 2000. In effect, the 
increased public spending on highways would be expected to "crowd 
out" some private Investment. Over time, however, the expected 
growth in productivity and profitability will generate additional 
resources, thus making it possible for private investment to expand to 
higher levels. Starting In 2001. private Investment would expand for 
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about six years as a result of the rise in the proflt rate on private 
capital. After 2006. the growth rate of the private capital stock levels 
off at approximately 3.5% per year. By 2012, however, private 
investment would have increased 14.8% above the baseline projection, 
leading to a positive $35 billion increase in annual private investment. 



"Transitory investment Policy** 

Under this policy scenario, private investment would be initially 
depressed until the year 2000. Starting in 2001. however, private 
investment would expand for at)out six years as a result of the rise in 
the profit rate on private capital, with the growth rate in the private 
capital stock reaching approximately 3.8% in 2007. After 2007 the 
growth rate of the private capital stock would l)egin a gradual return to 
the baseline level. 



Figure 3 

Highway investment and private investment 
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Policy Implications 



As is the case with any application of such new results, some caution 
should be considered. For example, the magnitude of the effect may 
be smaller than that found by A^chauer. Indeed, while of the same 
order of magnitude. Munnell's results show somewhat less dramatic 
effects, sun. even if the magnitude of the effects were reduced by one 
half, the proposed Increase in highway investments would be expected 
to lead to a substantial improvement in national labor productivity. 

The analysis implicitly assumes that investments can continue to be 
found that are at least as productive as investments made In recent 
years. This assumption need not necessarily be true. If such 
investments can not be found, the projected improvements in labor 
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productivity and corporate profits may be lower. This would affect, 
however, all projections (baseline, sustained and transitory). The total 
effect of a relaxation of this assumption cannot be assessed within the 
framework of this report. 

This study focuses on the long-term effects of highway investments. 
The results ignore the short-term effects of construction spending on 
Jobs and other industries, as these spendings ripple through the 
economy. It Is conceivable that these short-term effects, however, 
may mitigate to some extent the short-term deleterious effects of the 
proposed program on private investment. The overall outcome may be 
more positive in the short-run than implied by the results of this 
study. 

The simulation results of this study have two direct implications. One. 
they show the potential gains that can be obtained by redressing the 
two decades of underinvestment in the nation's highways and bridges. 
Two. they show that an effective transportation system has economic 
Importance well beyond the Immediate benefits of improved transport 
services. 

While the focus of this paper Is on the nation's highway system, the 
policy Implications are much broader than highways and bridges. 
First, the results show the Importance of focusing the debate over 
national highway (or other transportation) policy on the long-term 
economic impact of an adequate national infrastructure. Indeed, the 
effect on long-term economic health and productivity are the real 
reasons we should be concerned with any type of public Investment. 

Second, with the increasing concern over federal budget cuts and 
possible tax increases, it is important to remember that not all 
spending Is equal if one considers their long-term effect on the 
nation's economic — and budgetary — strength. In particular, the 
results of the simulations highlight the importance of basic 
Infrastructure for the nation's economic growth — a fact often 
overlooked In anhual budget discussions. 

More importantly, the results of this study highlight the need to 
analyze the links between public and private capital formation. In 
particular, this study shows the importance of public capital for the 
profitability of private firms. This finding may have implications for 
tax policies (who shall pay for public infrastructure) as well as for 
budget allocations. 
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Technical Appendix 

The simulations in the text were obtained using the following 
methodology. The empirical results from work by David Aschauer 
were used to construct the following model ^^: 



k ^° ' ^^ \ ic(-i) ) ^^ "^ ' ^' "T- 



(1) 



r = i?o * ^1 • ^^"^^ * ^2 ' losr ik/n) * b^ • log ikg/n) (2) 

niy/n) = c^ -^ CjA(/f/n) ♦ Cj • a ikg/n) (3) 



Where: k= net fixed private capital stock 

r= rate of return to private capital 

kg= net Hxed public nonmilitary stock 

n= civilian labor force 

y/n= output per laborer 

Ax= absolute annual change in variable x 

ai= parameters 

bi= parameters 

Ci= parameters 

This model was then used to generate values for Ak/k. r. and A(y/n) 
from 1988 to 2012. In order to do this. th« end-of-year. 1987 net 
fixed private capital stock was used as a "st'y-t-up" value for the capital 
stock and various baseline assumptions were made regarding: 

• future growth in and levels of the civilian labor force (taken 
from the Wharton Econometric Forecasting Associates (WEFA) 
forecast); 

• future nonmilitary investment in infrastructure (the scenarios 
discussed in the text). 

The schematic on the next page describes the dynamics of the 
simulation model. 

To obtain 1988 values of the variables of Interest, the initial capital 
stock is fed into box A where, along with assumed values for public 
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infrastructure capital and the labor force. It determines the rate of 
return to capital via the equation. The output of this step is fed into 
box B where, along with 1987 growth in the private capital stock 
(predetermined) and assumed change in public capital, it determines 
the 1988 level of investment (actually, growth in private capital stock) 
via equation. 

The output of this step accomplishes two functions. First. It feeds 
back into box A via the identity k=k(-l) + Ak to supply the capital 
input necessary to help generate the 1989 rate of return to private 
capital, thereby perpetuating the model dynamics. Second, the 
growth rate of the private capital stock feeds into box C where, along 
with the assumed changes in the public capital stock and in the labor 
force, it generates productivity growth for the present period. 



Footnotes 



* Organization for Economic Cooperation and Development. 

Historical Statistics: 1960-1986, 

2 For example, see Fragile Foundations: A Report on America's 
Public Works, the Final Report of the NaUonal Council on Public Works 
Improvement to the President and the Congress, (February 1988); and 
Hand Choices, prepared by the Joint Economic Committee (1982). 

^ Federal Highway Administration. Status and Condition of the 

Nation's Highways, Report to Congress (1989). 

^ David A. Aschauer. "Is Public Expenditure Productive?." Journal 

of Monetary Economics, Vol. 23. No. 2 (March 1989); and Alicia H. 
Munnell. "Why Has ProducUvity Growth Declined? Productivity and 
Public Investment." New England Economic Review, 
(January/February 1990). pp 3-22. 

^ See American Road & Transportation Builders Association. "A 
Federal Highway Program for the Future: Building A Better America 
Through Transportation." (April 1990) 

^ See Fragile Foundations: A Report on America's Public Works, 
the Final Report of the National Council on Public Works Improvement 
to the President and the Congress. (February 1988). 

^ Federal Highway Administration. Status and Condition of the 
Nation's Highways, Report to Congress (1989). 

® See Apogee Research. "Current Literature on Highway 
Investment and Economic Development." prepared for the Federsil 
Highway Administration and Presented at the International 
Conference on Transportation and Economic Development. 
Transportation Research Board. 2. Virginia (November 1989). 

® Basically, while input/output models can provide details on the 
interaction among many hundreds of industries, they are based on 
averages rather than the most advanced firms and assume a static 
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economy. Further, the underlying data are usually several years or 
more out of date. 

*^ Apogee Research. "A Micro-Economic Approach to Highway 
Investment and Productivity Gains." Prepared for the Federal Highway 
AdniinistraUon (April 1990). 

^^ These effects are felt in direct and indirect ways across almost 
every corporate function by pushing up wages (poorer access to labor), 
by lowering capacity utilization (more time lost due to traffic 
congestion), by limiting access to markets, and so forth. 

^^ The projections of spending and required tax levels are based on 
an integrated highway spending and finance projection model 
developed by Apogee Research for the American Road & 
Transportation Builders Association. 

^^ See Apogee Research. "State Financial Implications of a $40 
Billion Federal Highway Program," Prepared for the American Road & 
Transportation Builders Association (September 1989). 

^^ David A. Aschauer. "Is Public Expenditure Productive?." Journal 
of Monetary Economics (March 1989) and "Does Public Capital Crowd 
Out Private Capital?," Journal of Monetary Econoniics (October 1989). 

NEED FOR INVESTMENT BEYOND ISTEA 

Senator Lautenberg. Thank you very much for your testimony. 
Dr. Ruane, there was something you said that should get further 
emphasis. That is, at best, if we fully funded ISTEA, we are still 
woefully short of what this country needs. We are woefully behind 
the investments that our competitors in t^e international market- 
place make. Use any measurements you want, percentage of GDP, 
per capita investment in infrastructure, et cetera, and you see that 
we are really lagging in this race. It is too bad, because I do not 
care where you go, I have yet to hear anybody deny the fact that 
productivity improvements come as a result of investments in in- 
frastructure. 

You know, invariably, you will hear another side to an argument 
around here. But not on the issue of infrastructure investment No 
one has yet said that it will not help us become more competitive. 
No one can say that it will not help us conform to new laws on the 
books, the Americans With Disabilities Act and the Clean Air Act 
I have not heard anybody yet say that it will not, if appropriately 
applied, reduce our dependence on foreign oil. I have not heard 
anybody yet say that we cannot improve the quality of life in our 
country as a result of less time spent in traffic, or congestion. 

It is guite disturbing, frankly, to have to do something that all 
of us, without netting too self-righteous, feel is so good for the coun- 
try, and good for our economy. We have to go through the kind of 
traditional debate that you cannot take the taxpayers' money and 
use it casually. That is absolutely correct, but here, we are talking 
about those who are being released from the military as a result 
of cutbacks, and, yes, these are people who understand construc- 
tion, who understand road building, who understand movement of 
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goods, and so forth. They can be profitably employed given a job 
opportunity, and they are going to be there, wiieuier someone is 
unemployed as a result of the military cuttack, or whether it is 
General Motors or IBM. thc^ are just as unemployed. That includes 
the direct militaiy, ana it mcludes those in oefense industries, so 
whatever we can do to help create jobs that help us become eventu- 
ally more competitive, we should do. 

CONSTRUCTION CONTRACTOR DIFFICULTIES 

Mr. Ruane, vou talked about some of the difficulties the con- 
tractors face. You said there are good prices out there, because 
there has been, if I remember your comments, 2 years without any 
increase at all in construction costs. 

Dr. Ruane. Less than 2-percent increase over the last 4 years, 
well below the composite increase in the consumer price index, so 
it is really a buyer's market out there. If this great capacity — and 
this holds true for not just the contractors, but the suppliers as 
well. 

Senator Lautenberg. How about the precarious position, if that 
is the condition, of those who are contractors? Are there people who 
are teetering on the brink? 

Dr. Ruane. Most definitely, sir. The construction industry, the 
transportation construction industry has been affected as every 
other phase. The good news is that we do have a veiy strong posi- 
tive future, thanks to the reauthorization of the surface transpor- 
tation legislation. We have manv members who, if they have not 
gone out of business, have cut tneir work forces, not on a cyclical 
Basis, but permanent cutbacks on the order of 50 percent, because 
of the slowdown of work in some of the States. 

Senator Lautenberg. Mr. Gilstrap, from APTA's special vantage 
point, how about the equipment you mentioned in your comments 
and your statement about the decline in bus purchase orders? That 
is a significant decline in their production opportunity; and, by the 
way, are those typically made in the United States? 

Mr. Gilstrap. The buses are. but the railcars until just recently 
have all had to be procured offshore. 

Senator Lautenberg. Might we stimulate some investment in 
jobs and industry in that connection if more funding were made 
available? 

Mr. GIUSTRAP. Absolutely, speaking of the bus industry in par- 
ticular. We need to purchase somewhere between 4,500 and 5,000 
buses a year at a minimum. In the last couple of years those sales 
have been down, less than 3,000, and 1 year down close to 2,000, 
and it is this fundine problem. I have to go back to the opjerating 
assistance part of it. if you cannot afford to operate the equipment, 
you have a great deal of difficulty justifying buying any. So it is 
a problem at the Federal level, and at the local level in providing 
the operating assistance, as well as the capital help. 

NEED FOR TRANSIT OPERATING SUBSIDIES 

Senator Lautenberg. In other countries that are among the 
world's economic leaders, are any of them without operating sub- 
sidies for their systems? 
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Mr. GICSTRAP. No, sir; operating assistance and very stron^^ vig- 
orous support programs for public transit are commonplace m our 
Western European and Japanese competitors. I am sure you know 
that somewhere over $50 billion has been committed just to hi^- 
speed rail to link the m^gor urban areas of the 12 countries in the 
European Economic Community, that is iust one form of public 
transportation. So m^gor commitments are being made. 

Senator Lautenberg. In the last couple of days, there have been 
verv ominous statements made by our transportation commissioner 
in New Jersey, as well as the executive director of New Jersey 
Transit, about what might happen to the fares. Well, that is a 
catch-22, because fares go up, people turn to their cars, the more 
they turn to their cars, the more congestion, and the more likely 
we are to see discouragement about the investments in transit sys- 
tems. It is antithetical to the functioning of cities across the coun- 
try, urban areas and, by the way, the rural commimities as well — 
they are not left out of this, especially as our population ages. Peo- 

5>le need public transportation to get places. Everybody cannot af- 
brd a car, and everybody is not capable of driving. I do not want 
to sound like Johnny One Note here. I have other responsibilities 
obviously, but if there is anyplace that I can see that we get a good 
return on our investment, which is kind of win-win proposition, it 
is in the transportation side, and the supplemental transportation 
opportunity, I think, is an excellent one. I am glad to have your 
support. 

NEED TO MOVE QUICJKLY 

Senator Byrd asked us to put this question to you. In much of 
the country, the hiehway construction season eets kind of short in 
places, as you might expect. Senator Byrd taUcs about West Vir- 
ginia. Since it is a short season, is this not a timely opportunity 
to get these investments going? 

Dr. RUANE. Absolutely, Mr. Chairman. I think that is a concern, 
particularly amone t^e northern tier States which really argues for 
timely action on this proposal, and hopefully by April, we could see 
some finalization on this idea, because absent that, a number of 
the States will really lose a large portion of their construction sea- 
son. So yes, we would agree with that point, that the sooner the 
better to realize the greatest impact immediately. 

Mr. GicsTRAP. I must echo that. Senator, because so many of the 
projects as I ticked off for you are in that part of the country, 
where the construction season timing is critical. 

Senator Lautenberg. To kind of summarize here, can these 
funds, if thev are available, be used quickly enough to get well un- 
derway by the time the season rolls in, and to make a difference 
in the way our jobs and our economy function? 

Dr. Ruane. Absolutely, Mr. Chairman. I think your proposal gen- 
erated a survey by our colleagues in the State transportation de- 
partments. AASHTO did a survey which confirmed die fact that 
the States could absorb this work handily, and our own surveys of 
the construction community verify that as well. We are absolutely 
convinced we can absorb this reaculy. 

Mr. GiLSTRAP. We feel the same. 
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PREPARED STATEMENT 

Senator Lautenberg. Thank you very much. I was asked on be- 
half of AASHTO to enter their statement in the record, because 
Mr. Muri is testifyinc^ at the House, so we will do that 

[The statement follows:] 

dTATBIf BNT OP WaYNB MURI 

Founded in 1914, AASHTO repreaenU the departmenU concerned with transpor- 
tation and hi^wava in the fifty atatea, the Diatrict of Cohimbia and Puerto luco. 
to foater the development, operation and maintenance of an integrated national 
tranaportation system. Tlie active membera of AASHTO are the miy conatituted 
heads and other chief directing officiala of the member tranaportation and hi^way 
agencies. 

Mr. Chairman, n^ name is Wayne Muri, and Fm the Chief Engineer and Chief 
Administrative Officer of the Missouri Hi^way and Transportation Department. I 
am also Vice-President of the American Association of State Hi^ way and Transpor- 
tation Officials (AASHTO), and on behalf of the Association I am pleased to appear 
before the Subcommittee in response to your invitation. 

The subject of this hearing is S. 2169, a biU that would provide significant funding 
for America's infirastructure, and in the process create jobs and economic opportune 
ties. As we understand the legislation, it would provide: $2.5 billion for mamtenanoe 
and repair of the nation's hi^ways and bridges; $1.2 billion for maintenance and 
improvements to mass transit ($400 million for rail modernization, $400 million for 
capital acquisitions, and $400 million to help transit agencies comply with the 
Americans with Disabilities Act and the Clean Air Act); $1.4 billion for the Airport 
Improvement Program, including $400 million to be reserved for discretionary 
projects at smaller airports; $1 billion for FAA Facilities and Equipment proaram, 
tor safety and efficiency upgrades; $900 million for repair and uporade orrau sys- 
tems, including $460 million for the Northeast Corridor miqject ana $460 million for 
Amtrak capital improvements; and $130 million for the Coast Guard for acquisition 
of helicopters. 

Given that this legislation was only recently introduced, the Policy Committee of 
our Association has not had an opportunity to consider and adopt a specific poliiy 
statement thereon. Accordingly, my testimonv will be based on overall poli^ of 
AASHTO, and a recent survev we have conducted regarding the capacity of the 
states to undertake additional hi^way-related projects above and oeyond those 
funded for fiscal year 1992 under the authorization provisions of the Interaovem- 
mental Surface Transportation Efficiency Act of 1992 (ISTEA), Public Law 102-240, 
and the appropriations made by Congress. 

Before tummg to the hi^way anabridge provisions of the leffislation, let me first 
address the aviation, pubbc transportation and rail provisions of S. 2169. 

AVIATION 

In all, S. 2169 would provide some $2.4 billion to meet aviation needs. AASHTCs 
recommendations with regard to federal support for aviation were included in our 
1989 report New Transportation Concepts for a New Century, copies of which have 
been provided to the Subcommittee, and we have also adopted specific policy state- 
ments that are pertinent, which will be described. 

Some additional copies of the New Concepts report are being filed with this state- 
ment. The report was developed under our Transportation 2020 program, which 
began in 1987 to examine the nation's transportation needs to the year 2020, and 
to develop recommendations regarding future directions for the nation's transpor- 
tationprofframs. Tlie Transportation 2020 program was under the direction of the 
AASHTO Task Force on a Consensus Transportation Prosram, and initially it dealt 
with hi^ways and public transportation as well as the linkages to other modes of 
transportation. In 1988, AASHTO decided to expand its Transportation 2020 effort 
to include the other modes, and undertook activities to examine aviation, rail and 
water transportation needs and policies. 

A number of reports were produced in our Transportation 2020 effort, leading to 
the New Concepts report, ana to the later adoption of policy positions bv the Asso- 
ciation. Among the reports were two having pertinence to aviatnn, the Bottom Line 
report refunding the nation's highways and public transportation system, and the 
Beyond the Horizon report on aviation needs. Copies of both of these reports have 
also been provided the Subcommittee, and some additional copies are being filed 
with this statement. 
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In the Bottom Line report, AASHTO identified modal interlink needs for air, rail 
and water transnortation totaling $1 billion annually, of whidi $711 milUon in an- 
nual needs woula address airport access needs. 

In developing the Transportation 2020 document Beyond the Horixon, a report on 
requirements K>r the air transportation system through the year 2020. AASHTO 
worked closely with the National Association of SUte Aviation Officials. NASAO 
represents the state government aviation service agencies in all of the states, and 
members of NASAO serve on AASHTO's Standing Committee on Aviation. In its 
Februaiy 19 testimony to the Aviation Subcommittee of the House Public Works 
and Transportation Committee, NASAO ofiicials indicated that in any given year, 
our countiys airports could put $10 billion into needed projects. 

NASAO went on to say that fiinding for the Ainport Improvement Program 
should, be increased fix)m its cuirent annual level of $1.9 billion to an annual level 
of at least $2.5 billion, Tlierefore, the additional funding proj^sed in S. 2169 for ihe 
Airpoit Improvement Program is needed to help meet aviation capacity and safety 
needs. This is consistent with AASHTO Transportation Policy A 11. which states 
that: Trust Fund surpluses should be drawn down, and the rate or accumulation 
of interest in the Trust Fund reduced, by appropriating the funds for the purpose 
for whidi they were collected: improvement or the airport and airway system. 

Tlie language in S. 2169 to provide $400 million of the $1.4 billion in aviation 
funding for the small airports is consistent with AASHTO Transportation Policy A 
9, whidi states that: "AASHTO supports continued funding of the Essential Air 
Service Program with reasonable subsidy limits and other appropriate criteria 
geared toward a more efficient and productive expenditure of federal funds." 

PUBLIC TRANSPORTATION 

In its Transportation 2020 work, AASHTO identified a minimum funding need for 
transit of $3.5 billion for capital and $800 million for operating for fiscal year 1992, 
or a total of $4.3 billion. AASHTO further identified the need to increase transit 
funding incrementally to a level of $5.8 billion by fiscal year 1996. These findings 
are contained in our Bottom Line and New Concepts reports. 

These figures did not take into account the requirements of the Americans with 
Disabilities Act (ADA) or the Clean Air Act Amendments of 1990, both of which 
were enacted into law after our Transportation 2020 needs estimates were devel- 
oped, and both of which will require significant expenditures to implement. Tlie U J3. 
Department of Transportation estimates that meeting the ADA compUanee costs to 
the transit industry for vehicle accessibility and station/facility accessibility require- 
ments will range from rou^ly $844 million to $1.3 billion per year. 

Tlierefore, since the fiscal year 1992 transit funding level is $3.7 billion, the addi- 
tion of $1.2 billion through S. 2169, including $400 million to meet ADA and Clean 
Air Act rec^irements, seems consistent with the AASHTO recommendation. 

Mr. Chairman, for the Subcommittee's information, the states are continuing to 
increase their funding for public transportation. Total state funding for public trans- 
portation has increased each year over the past decade, and according to our re- 
cently completed report 1991 Survey of State Involvement in Public Transportation 
reached $5.2 billion in state funding for transit in 1991. AASHTO believes that it 
is appropriate for the federal funding for transit to increase as well, as would be 
the case with the passase of this supplemental appropriations bill. Copies of the 
1991 Survey report are also being submitted with this statement. 

RAIL 

The Association's New Concept report also addresses our railway needs, and 
AASHTO has also adopted policy statements for this mode. Copies of our rail poli^ 
statements R 1, titled "Amtrak,^ and R 3, titled Traditional and High Speed Ran 
Passenfler Corridor Development," are being filed with this statement. 

Briefly, with regard to Amtrak. policy statement R 1 states in part: "AASHTO be- 
lieves that continuation and further development of Amtrak capital projects are w- 
propriate federal responsibilities and in the national interest. * * * Adeauate fund- 
ing must be made available on a reliable basis for Amtrak's capital ana operatiioff 
needs. At a minimum, these funds should be sufficient to ensure the current level 
of service." 

With regard to projects such as the Northeast Corridor, policy statement R 4 
states in part: "AASHTO believes that the continuation and further development of 
certain interrity traditional and high speed rail passenger capital projects are appro- 
priate federal responsibilities and in the public interest * * * AASHTO also be- 
lieves that increased operating speeds and expanded service frequencies should be 
key improvement factors in the most promising corridors. Traditional and hi^ 
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speed ndl peseenger orqiecU oontribate ligiiifican^y to the muuigeiiient of hii^wey 
and air travel congeation." 

The rail provisions of S. 2169 appear to be in keeping with these AASHTO policy 
statements. 

mOHWAYS AND BRIDOBS 

AASHTO's needs analysis for the nation's hi|^ways and bridges are contained in 
the Bottom Lane and New Concepts reports, and are considered to be conservative 
by mai^ who have examined them. Indeed, the need projections made by the Fed- 
eral Hudiway Administration in its last "Conditions and Need s* re port exceed 
AASHTO's projections. ¥0hile the authorization provisions of the ISTEA legislation 
moved substantially toward AASHTO's projections, they did not reach them. And 
the obliflation ceiling established for fiscal year 1992 by Congress actually falls weU 
over $1 billion below iidiat was contained in the ISTEA legislation. 

The total obligation ceiling released by the Federal Hi^way Administration on 
December 31, lS91 for fiscal year 1992 was $15.7 billion, compared to the level of 
$16.8 biUion contained in the ISTEA. However, it is recognized that this $15.7 bil- 
lion is still a significant increase over the 1991 obligation ceilinc[ of $14.5 billion, 
and a migor increase over the 1990 obligation ceiling of $12.21 billion. Because of 
the actions of Congress, funding for the collective hi^way programs of the states 
has increased substantially over the past two years. 

It is recognized that over 30 states are in financial difficulty this year, and accord- 
ingly the question was raised by Congressional staff as to whether the obligation 
celling set for fisoedvear 1992 could be fully utilized by the states. In addition, staff 
inquired of AASHTO as to whether the states had additional projects rea^ to pro- 
ceed in fiscal year 1992, should additional federal funding sucn as that proposed in 
S. 2169 become available. At the request of Congressional staff, m Januaiy 
AASHTO undertook a survey of its member departments seeking answers to these 
questions. As of Februaiy 21, responses have been received from 50 of our 52 mem- 
ber departments. A report titled Survey on 1992 Obligation Authority Usage and 
Capability to Utilize Additional fiscal year 1992 Federal Funds was compiled, and 
copies thereof are provided with this statement. I would call your attention that the 
report being filed nerewith is an amended version dated February 21, 1992, com- 
pared to the first version which was dated February 8, 1992; the difference is that 
one additional state. Oregon, has since returned its survey. 

As the Survey indicates, it appears that the 50 reporting member departments in- 
tend as of January, 1992 to utilize all of the obligation authoritv made available for 
fiscal year 1992. Only a few states indicate concern about meetmg the matdiing re- 
quirements, one of which was my state of Missouri at the time the survey was cir- 
culated in early January. 

I am very pleased to report that last week the Missouri leffislature and Governor 
approved an increase in our fuel taxes that when fully implemented will total six 
cents per gfdlon, which will allow us to meet match requirements and give us added 
capacity. That Missouri enacted such an increase in these trying economic times is 
a stronff indication of the need and support for additional highway funding, above 
levels auneady provided. 

Turning to tne key issue for S. 2169 regarding the capability of the states to un- 
dertake additional m^way projects in fiscal year 1992 oeyond those now included 
in the federal-aid program, the Survey report indicates an additional capability to 
utilize over $3 biUion. However, several additional states express some concern 
about providing a state match, and accordingly for full obligation of this $3 billion 
some relief on the state match mi^t be required. In all, this $3 billion represents 
over 1100 additional highway and bridge projects, which of course represent a sig- 
nificant number of both direct and indirect jobs. 

Given AASHTO's documented needs for highway and bridge funding, it is clear 
that current funding levels, even with passage of the ISTEA, tall significantly below 
what is reasonably required to provide safe and efficient highway travel to support 
America's economy and need for mobility. Accordingly, the provisions of S. 2169 for 
additional federal funding for highways and bridges are in keeping with AASHTO's 
findings. 

Further, it seems clear from AASHTO's January Survey that collectively the 
states have ready-to^ proiects totaUing some $3 biUion, projects which could be 
started in fiscal year 1992 should the funding in S. 2169 become reality. 

It is also possible that additional projects might be developed. Some cautions are 
in order, however. It needs to be recomized that preparation of hi^way and bridge 
projects for bidding can take considerable time, and that in some states it may prove 
difncult to bring many additional projects beyond the total numbers indicated in the 
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Survey to a ready-for-oontract status in calendar 1992; however, looking beyond the 
states, there are additional needs to be found in America's counties and cities. 

A second caution regards the timing of passage of a measure like S. 2169, which 
is aimed at getting additional contracts awarded for the 1992 construction season. 
It needs to be remembered that the construction season in the northern tier states 
is considerably shorter than in southern states. Accordingly, if full vahie is to be 
obtained finom S. 2169 or any similar legislation, it should be enacted as soon as 
possible, preferably by the end of April. Otherwise, the bill's benefits may be lost 
to some states. 

Any additional funding provided for highways and bridges should of course cany 
with it obligation authori^. If the states do not receive such additional obligation 
authority, men the current ceilings would stand and the funding could not be uti- 
lized. 

SUMMARY 

Mr. Chairman, the public record establishes that we are not yet investing ade- 
quately in our transportation infrastructure, or indeed in other public infirastruc- 
ture. While tho passage of the 1991 ISTEA provides veiy important additwnal fund- 
ing, in aggregate we are still significantly short of meeting our needs. Accordin^y, 
AASHTO welcomes S. 2169, wMch if enacted would provide signifkant additional 
funding to meet the needs which the states have documented in the several reports 
providmi with my testimony. 

Mr. Chairman, on behalf of AASHTO, I thank you for this opportunity to present 
our views to the Subcommittee. 



RAIL 
Rl— Amtrak 

(January 21, 1983, Revised February 23, 1990) 

Rail passenger service is provided nationally by Amtrak. Amtrak was formed in 
1971 to fulfill the need for intercity rail passenger service that the rail industry 
could no longer afford to provide. Since that time, Amtrak has been funded finom 
operating revenues and federal appropriations. 

In addition to the shortage of operating funds, Amtrak is experiencing a capital 
budget crisis as its equipment wears out. Without replacement and repair of its 
equipment, Amtrak will become unable to operate. 

AASHTO believes that continuation and further development of Amtrak capital 
projects are appropriate federal responsibilities and in the national interest. 
AASHTO also believes that any comprehensive national transportation program 
must address intercity rail passenger service needs. 

An efficient, reliable national rail passenger service furthers the national goal of 
energy conservation and offers a cost-effective solution to the problems associated 
with ni^way and air travel congestion. 

Adequate funding must be made available on a reliable basis for Amtrak's capital 
and operating needs. At a minimum, these funds should be sufHcient to ensure Uie 
current level of service. Amtrak's resources must be optimized to bridge the gap be- 
tween revenues and costs. AASHTO commends AMTOAICs creative cost reauctk>n 
and revenue generating measures. These should continue to be explored and carried 
out where possible. Service must be expanded where the additional revenues can 
help cover Amtrak's fixed costs and overiiead. Similarly, capital investments (includ- 
ing equipment and improved station facilities) must be made where they wiU help 
improve Amtrak's operating ratio. 

If any service reductions are considered, appropriate coordination and consulta- 
tion with the states potentially affected must take place in a timely manner. This 
will allow full review of local and regional impacts. States must be given sufficient 
time to consider alternatives, including state operating assistance. 

Amtrak is urged to work closely with the states, airlines, transit authorities, and 
intercity and local bus operators to integrate the use of all forms of transportation. 
In addition, to enhance its appeal to the traveling public, Amtrak (with the coopera- 
tion of the operating railroads) must continue its efforts to achieve consistently reli- 
able service levels. 
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Ra— TRADmOKAL AND HlOH SPRID RAIL PaSSBNOBR CORBIDOR DRVRLOPMBm* 

(Februaiy 24, 1964, Revised Februaiy 23, 1990) 

While Amtrak is the provider of traditional rafl passenger service, several regions 
are developing hi^ speed intercity passenger prqjects to connect hi|^ density traffic 
corridors. These projects wiU pro^oe essential passenger service in rapidly growing 
corridors and will significan^y reduce highway and air travel congestion. 

AASHTO believes that the continuation and further development of Amtrak is an 
appropriate federal responsibility and in the national interest. In addition, AASHTO 
beueves that the Federal Government should support and participate in a public- 
private partnership to develop high-speed rail in those selected corridors in which 
It will demonstrably relieve hi|^w«y and airport congestion, and improve intercity 
travel efficiency. 

AASHTO beueves that the continuation and further development of certain inter- 
city traditional and hi^ speed rail passenger capital projects are appropriate fed- 
eral responsibilities and in the public interest. Therefore, any comprehensive na- 
tional transportation program must address these rail passenger service needs, 

AASHTO also supports the federal and private sector development and funding 
of traditional and hi£^ speed, hijAi frequency rail service in heavily used transpor- 
tation corridors. Results of similar worldwide accomplishments indicate that rail 
corridor development in the United States can be expected to provide safe transpor- 
tation and attract substantial ridership finom less fuel efficient modes. These results 
are consistent with national transportation objectives. Rail corridor development 
and operations will ^nerate ridership and revenues, and offer the potential to use 
fixed costs more efRaently. 

AASHTO believes this effort should encompass rail corridor analyses, develop- 
ment and assessment nationwide. These investigations will identify the most fea- 
sible corridors and promote effective use of limited resources. In addition, financial 
incentive programs should be established to encourage the investment of private 
capital to provide for necessary rolling stock and long-term, multi-year improvement 
projects. 

AASHTO also believes that increased operating speeds and expanded service fre- 
qjuencies should be key improvement factors in the most promising corridors. Tradi- 
tional and high speed rail passenger projects contribute significantly to the manage- 
ment of highwav and air travel congestion. They also greatly improve intercity trav- 
el efficiency and provide benefit to rail frei^t and commuter operations. 
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Survey on 
FY 1992 Obligation Authority Usage 

and 

Capability to Utilize Additional FY 1992 

Federal Funds 

Amended as of February 21 , 1992 

Foreword 

This report summarizes a survey conducted by the American 
Association of State Highway and Transportation Officials at the request 
of Congressional committee staff of its member departments in January, 
1992, to collect information about the usage of FY 1992 obligational 
authority. 

States were asked to supply, by quarter, the amount of obligation 
authority they expected to use, the number of projects expected to bt 
advertised and the estimated value of those projects. They were also 
requested to evaluate their possible use of the 100 percent waiver 
provisions of the 1991 ISTEA. 

States were also asked to estimate the number of projects and 
estimated project value they would have ready to proceed with if federal 
funds were provided to the states as part of a 1992 economic recovery 
package. 

A total of A8 states, the District of Columbia and Puerto Rico 
responded to the survey. Not all the states answered all survey 
questions, and thus numbers in this report may not add up to overall 
totals. 

It is emphasized that the survey results are based on estimates 
made in January, 1992. and that a state's actual results may vary from 
these estimates. 



Francis B. Francois 
Executive Director 
February 24, 1992 



Summary of Survey Results 



Results of a survey of state transportation departments indicate 
that states could obligate at least another $2.5 billion in FY 1992 if 
additional infrastructure funding were made available by the Congress. 

AASHTO conducted the survey to determine how much would be 
obligated of the FY 1992 funding under the new Intermodal Surface 
Transportation Efficiency Act. and whether states had additional 
projects ready to go if federal funds were provided as part of an 
economic recovery bill. 
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With 48 states the District of ColtMbia and Puerto Rico responding 
to AASHTO's Survey on FY 1992 Obligation Authority Usage and Capability 
to Utilize Additional FY 1992 Federal Funds a preliadnary analysis 
indicates the following: 



The SO responding departments expect to obligate a total of 
$15,388,844,249 in FY 1992. This is expected to result in a total 
of 9,331 projects going to bid at a total estimated value of 
$16,487,430,106 which o»y vary as bids are received and projects 
awarded, and which will be funded by both federal-aid and state 
f tinds . 



In response to the statenent 'Our nenber department expects to 
obligate the following dollar totals during the three snnth 
periods indicated:" the results were as follows: 

Qtr 1 Qtr 2 Qtr 3 Qtr 4 

Value $2,060,266,338 $5,373,566,623 $4,971,639,657 $2,981,371,611 



In response to the statement 'Our owmber department expects to 
obligate the following number of projects at this estimated value 
during the three month periods indicated:' the results were as 
follows: 

Qtr 1 Qtr 2 Qtr 3 Qtr 4 

Number 1.582 2.865 3.484 1.600 

Value $2,632,841,883 $5,379,666,082 $5,335,095,372 $3,139,826,869 



States responded that projects would generally be spread across 
the spectrum of new construction, reconstruction, safety, 
widening, structures and others. 

In response to a question 'Does your member department plan to use 
the 100 percent federal funding provisions of the ISTEA for FY 
1992 or FY 19937' the results were as follows: 

FY 1992 8 Yes 39 Ho 

FY 1993 8 Yes 36 No 

Some states commented that their decision on this will need to 
await the outcome of funding decisions to be made by their state 
legislatures. 



In response to a question as to whether departments have some 
ready-to-go projects that could make use of additional ftinds 
during FY 1992, if Congress were to make this available such as 
through an anti-recession package. 48 states said "Yes.* and 2 
states 'No.' 



Regarding the question of how many such additional FY 1992 
projects the states might have, and the approximate total funding 
they would require, the prelisdnary results indicate 1,1S0 
additional projects, at a funding level of $3,341,105,029. 



Finally, with respect to these additional FY 1992 projects, states 
were asked if they would be able to match federal funding on an 
80-20 basis, and whether 100 percent federal funding would be 
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required to get their projects to contract in the FY 1992 stason. 
The results of this question were as follows t 

Can you match on 80-20 basis? 27 Yes 19 No 

Are 100 percent federal funds needed? 18 Yes 28 No 



AMERICAN ASSOCIATION OF STATE HIGHWAY AND TRANSPORTATION OFFICIALS 

444 N. Capitol Street N.W. - Suite 225 

Washington, D.C. 20001 

FAX - (202) 624-5806 

SURVEY ON FY 1992 OBLIGATION AUTHORITY USAGE 

AND 

CAPABILITY TO UTILIZE ADDtTIQNAI, FY ;992 F^DERAI, FUNDS 

Part I; Planned Usage of FY 1992 Obligation Authority , 

Based on the apportionment tables provided by the Federal Highway 
Administration in December and the December 31, 1991 distribution of 
Obligation Authority for FY 1992, please respond to the following: 

A. Our member department expects to obligate the following totals during 
the three months indicated: 

Time Period Obligation Planned Projects to Bid 

(millions) (no.) (est. value) 

Oct. l-Dec.31 $ 2.Q6Q.266.358 l.'ift? $ ?.fi1?.»41 .«ftl 

Jan.l-Mar.30 $ 5.37^.^66.621 P.ftft'i $ 5.379.666.nft2 

Apr.l-July 31 $ 4.971.639.657 3>«4 $ S, llS.nQS, 17? 

Aug. 1-Sept.30 $ 2.961.371.611 1,600 $ 3, 1 3Q,ft96 , ft60 

B. We know some states are concentrating on resurfacing projects in FY 
1992. Are your projects concentrated by type, or spread across the spectrum? 
Please briefly describe the mix: 



C. Does your member department plan to use the 100 federal funding 
provisions of the ISTEA for FY 1992? R yes iq no 

for FY 1993? a yes ift no 

If Yes, please respond to the following: 

1. For what total percentage of your obligation authority do you 
expect to request 100 percent funds? 



2. If not used on all projects, in which quarters of the year will 
usage be concentrated? __«_-____ 



Comments : 
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Part II; CaoabilitT to Utility Additional FY 1992 FedTil Fundt 

Some in Congress are talking about an eiaergency, Job-creating 
infrastructure program that could make a few billion dollars available for 
highways in FY 1992. in addition to the ISTEA. 

A. Does your member departiaent have a supply of additional projects in a 
ready-to-go status, to make use of such funds in FY 19927 
Uk yes 9 no 

If yes, how many additional projects, and what is the approximate total 
funding required for these projects? 



1.150 



projects 



8 3.341.105.029 



total funding 



Would your member department be able to match such funds on an 80-20 
basis? 27 yes 19 no 



C. 



Would 100 percent federal funding be required to get these additional 
projects to contract in the FY 1992 season? 16 yes 28 no 



Comments: 



Signed 

Member Department 

Date 



Please return bv FAX or EIS to AASHTO. for receipt bv January 22 



Survey Response Details 



&=- 



-SML 



^Sm- 



^vaHfa — "^iiSfa. — '^'•'laft.i 



llWfllQ 



JMBMBL. 



UriBWB 



IJOBjOOO 
1».S7SffB 



.Mwaw 



-JKWflQB,. 



in,44SffB 
SBJM4.400 

-JMQBAB-. 



lOBflB 



Nnlrtnf 



9^tKQn . 



s«joiMno 
WWBWB ■ 



J^nUKQ . 



HiUMW 



ITfJOOjBOO 

IPTHMW 



IIMflW ■ 



1H«ti1« 



ltJW.11t 



iwmn 



siAxuxn 

•J3iffB 



MUMW 



tl/WMW . 



sojooo/no M»ja«.isi 

WfiBO 



mWMW . 



Digitized by 



Google 



150 






fibJL- 



yjWMW ■ 



WMWJM- 



-JttQBBfflB— 



.tliiWiHB 



Ortoon 



(IjDQOffXI) 



snjxojxo 



M.IOOJOOO 

itrjatOflBO. 



»Am£m 





IWflWflW- 

«M11jOOO 



■ UliHMW- 



MMiiwrt 
VboMi 


B4.10Sjni 


aB.4a»jooo 

^.480JB71 


»,mfto 


MJHffO 
lOOAMJOO 




VMMBmtn 


vpaopao 


2S.OOOi)0Q 


IMjDOOjOOO 


lasjooojooo 


ttjOOOjDOO 



aBjOODJDOO 




aojooojooo 

•ixnooD 


SoSB 



mamn 
nauaoreo 



OiM«onA-PMI 


Nd. ObII-DmSI Nd. Jtoil-Kkra) 


Ito. 


^1-JulS1 


ln«lid«BlMdiirtnal^180 


f^ 


tete^ital 


AwMim 


B3 


77.11800 


104 


136.887010 


lii- 


10.4«0)O 


f- 


l.7S30i 


-m- 




Ma^» 


a 


80»JOOO 


18 




14 


460000 


18 


870000 


47 


100000 


Mnw 


■ 


3O0»JOOO 


21 


880)O0» 


46 


1410000 


7 


880000 


M 


800000 


/KtaMM 


• 


12J00OJ00O 


88 


1400100)0 


70 


1800)00)0 








10 


272000)0 


CMtomte 


88 


167JDOO01O 


80 


1680)00)0 


10 


4370000 


17 




80 


1010000 


ODimto 


pg 


47J800jQaO 


•4 


114A)O0)O 


31 




18 




10 


latjniim 


ODnn«*ul 


4 


7JOO0» 


23 


70.414jBeO 


» 


1047306 





1060801 





02J1101 


Mmm 


* 


4 901010 


8 


82.4870)0 


• 


84.24300 


10 


. 079000 





142.44000 


ac. 


a 




18 




• 


M0O0O 


a 


WJWffjTWff 





214.10000 


RorkU 


41 


88487010 


80 


74.6460)0 


a 


183.18800 





710400 


ai4 




QmOli 


88 


10i;Me7B8 


88 


87,4440)0 


in 


8860100 


81 




tn 


01.10,70 


t^mM 


1 


B.4MjaQ0 


r 


178.4O40X) 


« 


012100 


a 


8.0<J]DQ 


If 


27a44a01O 


ktaho 


a 


7.721 0B 


21 




• 


6,77800 





40.41600 





780100 


■noli 


at 


aajoDOjooo 


88 


3600)00)0 


n 


1100100)0 





100000 


10 


010000 


Mluw 


lar 


1 13.700 JDOO 


232 




171 


M.7OO0)O 


10 


0jOffft/HW 


80 




kNM 


131 


88.4OO0B 


108 




» 


00)00)0 





Hfjffffijff^ 


80 


8070000 


Kmwm 

Kamuehv 


8 
7 


6.400j0aO 
8.7000)0 


88 
38 


060)0010 



11 


17.7000 



12 


610000 


80 

H 


2220)0010 

10.70000 


LouWhw 


18 




18 


O6,ia30)O 





00600 





0,7000 







MUM 


18 


80)000 


at 


24000)0 


n 







880)00)0 - 


10 


WBjWWjffffft 


MiryM 


1 




88 




40 


fffjpffffjpffl) 


7 


00000 


10 


WBjWWjffffft 




118 


888.100010 


30 




84 


1640000 





00000 


tw 


10101000 


KMllBM 


43 


880X)0B 


110 


670»01O 


28S 




10 


1830000 


■72 




Mnn«oti 


as 


UJRMJW 


118 




go 




17 


180208 


m 


m^M08 


lytolMlppI 


84 


aOJS77J80 


81 


880000 


84 


420000 





400000 


10 


80037700 


MHOurt 








87 




•4 


1760200 





10A110)O 


881 


471.1080)0 


Monluw 


18 


180X)01O 


at 


470000 





00)600 


ia 


180000 





1040000 


IMMMka 


88 


43.110010 


88 


82.41000 





16.70400 








117 


181J140O 


NMWta 

N9V Hinvihlr* 


7 
4 


30n0io 


16 
11 


4M0OJXO 


12 
14 


140)00)0 


8 
16 


tjWWjPW 



44 


400000 

Tvmm 


NMvJmcy 








80 


100000 


W 


10000)0 












NmvMmIoo 


a 


T^OTjaao 


17 


770700 





360000 


' 8 







140.70100 


NmvYmIi 


27 




88 


2810000 


ar 


1300)00)0 


16 


640000 


10 


040)000 


NortiCWDlM 


89 


08010010 


at 




27 


720000 





00000 


10 


0100010 


NortiDUoli 


4 




48 


00000 


81 


46.7000 


H) 


8000 


117 


1OMOO0)O 


Oik) 


106 




130 


100)00)0 


*10 


8700)00)0 


10 




60 


800000 


Olcl.ham. 


S7 




48 


70,10,00 


48 


760)00)0 


16 




10 


200000 


0.000 


8 




81 


720000 





7S0X>0O 


6 


14.1080)0 


10 


1170000 




87 




161 


3260000 


80 


3670000 


rao 


180000)0 


70 


1110000 


fHi««>noo 


8 


100)00)0 


18 




• 


100)00)0 


a 


•0000 





71X1000)0 


RwdaWMd 

SOMtlCVOftM 




8 







30 




8i0Ojon 










18 











SoutilMnIi 


88 




67 


66.1000 


B 


220100 







80 


100200 


TaniMHM 


33 




43 


1160000 





00000 


16 


800000 


1M 


800000 


TWM 


110 


2W0W0W 


180 


286000)0 


10 


fffffj;;pffjpn9 


10 


080000 


HO 


i.iaMoo0O 


UMh 


a 


180)0010 


ia 


180000 





070000 


16 


800000 





121.7000 


NAwmonl 


8 


120)00)0 


83 


810000 





370600 





ffjpq^jlf^ 


10 


00000 


Wahli 


80 




30 


0.40JB78 


10 









846 


87700.10 




32 




103 


WHtfKKtJOOQ 


70 


42000)0 


B 


4ayaoo0O 






WIHIW9M1 
































WlKSMNkt 


S3 


84010010 


121 


1330)000 


20 




6 


110000 


40 


800000 


y^'°"*< 


7 


Mwoxn 


w 


4a0)O0X) 


11 




1 




— fl- 


.jaumm 



102 202M103 



208 6.3790602 8.4M 60606472 



100 a,iai0M0 



Digitized by 



Google 



151 



Part I - Question Bi 

Ve know some states are concentrating on resurfacing projects in FY 
1992. Are your projects concentrated by type, or spread across the 
spectrum? 



State 



Cowmen ts 



Alabama 

Alaska 

Arizona 

Arkansas 

California 

Colorado 

Connecticut 

Delaware 

Dist. of Columbia 

Florida 



Georgia 



Hawaii 



Idaho 



Illinois 



Indiana 
Iowa 



Kansas 



Kentucky 



Spread across the spectrum. 

Spread across types. 

FY 1992 Project breakdowni Pavement Preservation • 2SZ; 
Reconstruct Roadway • 45Z; Structures • 15Z; Miscellaneous 
15Z 

I 

Planned FY 92 work includes projects of all types. 

Program for FFY 92 is a balanced mix of project types. 

Resurfacing 1.8Z; Bridge 22. 6Z; Restoration 4.2Z; Safety 
1.9Z; TSM 4.2Z! Widening 14. 3Z: Reconstruction 38.2Zs New 
5.7Z; Misc. 7.1Z 

Projects are spread across the full spectrum of the FHVA 
program. 

Across the spectrum: Bridge 8.1Z; Resurfacing 25. 6Z; 
Construction 66. 3Z. 

1. Interstate Construction; 2. Bridge Rehabilitation; 3. 
Roadway Rehabilitation (Resurfacing and Reconstruction). 

Spread across the spectrum: New Construction, Reconstruct 
Existing Lanes, Add Lanes, Bridge Replacement, Interchange 
Construction, Safety, etc. 

Spread across the spectrum as follows: Reconstruction 58; 
Videnings 37; New Construction 54; Resurfacing 12; Other 
118. 

Interstate Construction projects - $110 million. Other 
projects are spread across the spectrum - widening, 
realignment, bridge replacement, traffic control, safety, 
etc. 

Federal aid program is more concentrated on reconstruction 
projects. 

Spread across spectrum including Kennedy Expwy. 
reconstruction, bridge rehabilitation, & replacements, 
interchange & intersection reconstruction, V&RS, RS, traffic 
signals, etc. 

The majority is Interstate Rehabilitation work. 

Iowa is letting all types of projects — resurfacing, 
bridges, grading, paving, etc. 

1,135 miles of overlay - type projects i $66 million (150 
projects. 160 miles of rehabilitation or reconstruction 
type projects i $171 million (30 projects) 

Projects are spread across the spectrum and include safety, 
reconstruction, major new construction, and bridge projects. 
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Louisiana New Interstate 30Z; Resurfacing SZ; Bridge Repl. 15Z, 
4-Lane/Recon8t. /Other 4SZ. 

Maine Project types above are spread: Highway Reconst. /Rehab. 40Z: 

Highway Resurfacing 40Z, Bridges 16Z, and Other 4Z. 

Maryland 6SZ resurfacing, safety, bridge rehab, traffic safety; 3SZ 
major reconstruction and right-of-way. 

Massachusetts For Federal Aid projects: bridge related • $128.1 million; 
Resurfacing • $117.6 million; Intersection/Safety • $23.8 
million; Reconstruction - $62.9 million; Interstate 
construction - $484.5 million. 



Michigan 



Resurface 21Z; Bridge 12Z; Safety /Traffic Operations 8Z; 
Reconstruct /Rehab. 23Z; Roadsides 3Z; Capacity Imp. 13Z; New 
Route 9Z: Relocation IIZ. 



Minnesota Our projects are spread across the spectrum with a normal 
mix of Reconstruction, Rehabilitation, Bridge and Safety. 

Mississippi 4S/m Interstate, S6/m Prim or NH, 28/m Bridge. 

Missouri The full spectrum of resurfacing, more lanes, bridge 
replacement grading, pavement and safety. 

Montana Contracts are spread across the spectrum Reconstruction, 

Resurfacing, Structures, Interchanges, Safety, and Misc. 

Nebraska Mix of Interstate, Resurfacing, Bridge, Full Construction, 
Safety, Urban and Rural improvements in local areas. 

Nevada Spread across the spectrum. 

New Hampshire 4R Road and Bridge Rehab. $28.4 mil; Bridge 11.2 mil; Road 
Construction 25.2; Other 11.7. 



New Jersey 



New Mexico 



New York 



North Carolina 



North Dakota 



Ohio 



Oklahoma 



Oregon 



Resurfacing projects are spread across the spectrum: 
Interstates, Primary and Secondary System (Bulk on Primary). 

Reconstruction, pavement rehabilitation, addition of lanes, 
interchange reconstruction, bridge replacement and 
rehabilitation, and safety improvement. 

Spread across the spectrum. The majority are repair of 
pavement and bridges. 

Projects are spread across the spectrum. Largest projects 
are "IM" and "NH" type. 

Funding by types of work is surfacing 37Z; Interstate 
concrete recycling 19Z; Structures 18Z; Urban Projects 15Z; 
Grading lOZ. This is normal mixture except structures which 
are about 50Z higher than normal due to two large projects. 

Spread across spectrum: recent experience indicates work 
will be predominately 3R and bridges. 

All types of projects for FY 1992 - We may have to use more 
surfacing projects to cut time and avoid r/w and red tape. 

, Spread - resurfacing, bridge repair and replacement, 
reconstruction, adding capacity, safety, and operational 
improvements . 
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lliti. 



Pmmsylvanla 



Puerto Rico 



South Carolina 



South Dakota 



Tennassaa 



Texas 



Utah 



Vermont 



Mix of bridge and paveaent rehabilitation, safety and 
congestion reduction, and nev highway construction projects. 

Most of our proposed projects arei nev constructions (69Z), 
resurfacing (24Z) and other sdnor works (7Z). 

Our projects are spread across the spectrun. Resurfacing 
projects make up approxiaately lOZ of the lettings. 

Projects will be spread across the spectrum all programs 
and types of work. 

Our program contains a good sdx of work with heaviest 
emphasis on reconstruction and new construction type 
projects. 

Projects will be spread across the spectrum with no 
particular focus on any one type of project. 

Approximate siixi Bridge 11 i Resurface 16 i Reconstruction 9; 
New Construction 3t Safety 11; Misc. 8; Concrete rehab 2. 

Resurfacing - 100 projects ^ 36.S million; Highway 
construction and safety 20 projects ^ 44.5 siillion; Bridges 
20 projects ^ IS.O sdllion; Signals 9 projects ^ 1.3 
million. 



Virginia Across the spectrum - all types. 

Washington These projects consist of HOV lane construction, 

resurfacing, hazard elimination, bridge deck rehabilitation 
and other safety related projects. 

Wisconsin Projects will be spread across the spectrum, but with 

resurfacing projects comprising a larger than normal share. 

Vyoodng Spread across the spectrum. Reconstruction, Resurfacing, 

Safety Widening, Misc. 



Part I - Question C 

Does your member department plan to use the matching waiver provisions 
of the ISTEA fori 



Summary of Results t 

State 

Alabama 

Alaska 

Arizona 



FY '92 
FY '93 



Yes 
Yes 



Mo 

No 



39 
36 



CLJii n_:21 Comments 
No No 



No 



No 



No 



No 



Ve assume the Legislature will 
appropriate the required match for FY 
93. If that does not happen we would 
then use the option for lOOZ federal 
share. 

Ve may request match waiver on Specific 
Projects - to be selected at a later 
date. 



Arkansas 



No 



No 
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Stitf 




£Y.:?^. 


California 


No 


No 


Colorado 


No 


No 


Connecticut 


No 


No 


Delaware 


No 


No 


Dl8t. of Columbia 


No 


— 


Florida 


No 


No 


Georgia 


No 


No 


Hawaii 


No 


No 


Idaho 


No 


No 


Illinois 


No 


No 


Indiana 


-- 


-- 


Iowa 


No 


No 


Kansas 


No 


No 


Kentucky 


No 


No 


Louisiana 


No 


No 


Maine 


No 


No 


Maryland 


Yes 


-- 


Massachusetts 


„ 


„ 



Comment t 



Michigan 


No 


No 


Minnesota 


No 


No 


Mississippi 


Yes 


Yes 


Missouri 


No 


No 


Montana 


No 


No 


Nebraska 


No 


No 


Nevada 


No 


No 


New Hampshire 


No 


No 


New Jersey 


Yes 


Yes 


New Mexico 


No 


No 



Neither yes or no; under consideration, 
but no decision yet. 



We have not ytt decided whether to use 
lOOZ provision in FY 93. 

MDPW is presently looking into the 100 
percent funding provisions. It is too 
early to predict whether or not we will 
make use of these provisions. 



Missouri does not plan to use because 
it appears that it would cause a net 
loss in federal ftinds. 

Depending on the outcome of legislation 
proposed in Part II, we may need to 
pursue lOOZ federal funding. 



Digitized by 



Google 



155 



New York 


._ 




North Carolina 


No 


No 


North Dakota 


Yet 


Yet 


Ohio 


Yes 


Yts 


Oklahoma 


No 


Yes 


Oregon 


No 


No 


Pennsylvania 


No 


No 



fiSBSB&L. 



To be determined. 



Use of lOOZ provision upon availability 
of state funds to match all obligation 
authority. 



PennDOT does not intend to make use of 
the Temporary Waiver of Non- federal 
share provision (Sec 1054) of the 
ISTEA. PennDOT is considering use of 
the Credit for Non- federal Share (Sec 
1044). 



Puerto Rico 


Yes 


Yes 


South Carolina 


No 


No 


South Dakota 


No 


No 


Tennessee 


No 


No 


Texas 


No 


No 


Utah 


No 


No 


Vermont 


Yes 


Yes 



The only non lOOZ federal funding will 
be increases on previous obligations at 
the normal federal ratio. All new 
obligations will be at lOOZ federal 
funding . 



Virginia 


No 


No 


Washington 


No 


" 


Wisconsin 


No 


No 


Wyoming 


Yes 


Yes 



This is speculative. It now appears 
that our ability to match FA may be 
diminished. 



Pirt II - Question A 

Does your member department have a supply of additional projects in a ready- 
to-go status, to make use of such funds In FY 1992. ^ 



Summary of Results: 



Yes - 48 



Ho 



S^ate. 



Alabama 

Alaska 

Arizona 

Arkansas 

California 

Colorado 

Connecticut 

Delaware 



Yes /No Projects 



Yes 
Yes 
Yes 
Yes 
Yes 
Yes 
Yes 
Yes 



105 

14 

16 

25 

13 

4 

9 





Total Funding 

183.823.933 

75,000.000 

80.000.000 

30.000.000 

75.000.000 

100.000.000 

107.200.000 
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StA^S 


Xe£lN2 






District of Columbia 


Yes 


5 


10.000.000 


Florida 


Yes 


58 


316,000,000 


Georgia 
Hawaii 


Yes 


24 


34,582,150 


No 








Idaho 


Yes 


3 


17.080.000 


Illinois 


Yes 








Indiana 


Yes 


50 


150,000.000 


Iowa 


Yes 


25 


80.000.000 


Kansas 


Yes 


2 


5,500,000 


Kentucky 


Yes 


1 


26.700.000 


Louisiana 


Yes 


35 


122,000,000 


Maine 


Yes 


20 


15,000,000 


Massachusetts 


Yes 


70 


100.000,000 


Maryland 
Michigan 


Yes 


17 


350.000.000 


Yes 


38 


40.000.000 


Minnesota 


Yes 


38 


45.318.946 


Mississippi 


Yes 


15 


53,000.000 


Missouri 


Yes 








Montana . 


Yes 


14 


50.000.000 


Nebraska 


Yes 


35 


51.400.000 


Nevada 


Yes 


3 


30.000.000 


New Hampshire 


Yes 


3 


18.500,000 


New Jersey 


Yes 


10 


50.000.000 


New Mexico 


Yes 


1 


10.000.000 


New York 


Yes 


20 


100.000.000 


North Carolina 


Yes 


14 


78.000.000 


North Dakota 


Yes 


6 


17.500.000 


Ohio 


Yes 








Oklahoma 


Yes 


4 


15.000,000 


Oregon 


Yes 


14 


39.900.000 


Pennsylvania 


Yes 


215 


325.000.000 


Puerto Rico 


Yes 


17 


51,000.000 


South Carolina 


No 








South Dakota 


Yes 


7 


21.800.000 


Tennessee 


Yes 


25 


91.800.000 


Texas 


Yes 


100 


200.000.000 


Utah 


Yes 


6 


33.000.000 


Vermont 


Yes 


2 


27.000,000 


Vriginia 
Washington 


Yes 


33 


26.000.000 


Yes 


20 


53.000.000 


Wisconsin 


Yes 


9 


19.000.000 


Wyoming 


121 


1 


17.999.999 


Total 




1.150 


3.341.105.029 



Part II - question B & C 

Question Bt Would your member department be able to match such funds on an 80- 
20 basis? 

Question Ct Would 100 percent federal funding be required to get these 
additional projects to contract in the FY 1992 season? 



Summary of Results t 



Question Bt 
Question Ci 



Yes - 27 
Yes - 18 



No - 19 
No - 28 



Itate. 



C Comments 



Alabama 
Alaska 



Yes 



_C 
No 



• Match would depend on state 
appropriation. 

• Alaska legislation is done in early 
May. 

• Barly knowledge of federal program 
would be required if state dollars are 
required . 



Arizona 
Arkansas 



Yes 



No 



Preference is to use minimum match. 
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California 

Colorado 

Connecticut 



Louisiana 
Maine 

Maryland 

Massachusetts 

Michigan 

Minnesota 

Mississippi 

Missouri 

Montana 



Yes 
Yes 
Yes 



Delaware Yes 

Dist. of Columbia No 
Florida Yes 



Yes 



JSL 
No 
No 
No 

No 

Yes 

No 



Georgia 


Yes 


No 


Hawaii 


-- 


-- 


Idaho 


No 


Yes 


Illinois 


Yes 


No 


Indiana 


Yes 


No 


Iowa 


No 


Yes 


Kansas 


Yes 


No 


Kentucky 


Yes 


No 



No 


Yes 


Yes 


No 


No 


Yes 


No 


Yes 


No 


Yes 


Yes 


No 


No 


Yes 


Yes 


No 



No 



Nebraska 


Yes 


No 


Nevada 


Yes 


No 


New Hampshire 


Yes 


No 



167 



$28 Billion in NHS and $79.2 million in 
On-Systen Bridge program funds. 



Based on current state revenue forecast 
state funds will be sufficient to match 
additional federal aid funds. 



A part of the $80 million referred to 
in Section A could be matched. 



All of the above calculations assume 
full apportionment of "equity 
adjustments" plus obligation ceiling of 
$207.8 Million for FY 92. 



These additional projects would be 
mainly highway resurfacing and bridge 
wearing surface projects. 

About 170 Million would be Interstate. 



Missouri has a 6c (2-2-2 over five 
years) fuel tax increase under 
consideration in state legislature now. 

It is possible that we may have to 
pursue 100 percent funding for at least 
a portion of the $50 million worth of 
projects. 
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state 


No 


Yes 


Comments 


New Jersey 




New Mexico 


Yes 


No 




New York 


No 


Yes 




North Carolina 


__ 


__ 


It Is no 



It Is not known at this tine if our 
Legislature will establish enough state 
funds to match additional federal 
funds . 



North Dakota 


No 


Yes 


Ohio 


Yes 


No 


Oklahoma 


No 


Yes 


Oregon 


No 


Yes 



The large increase in federal highway 
appropriations this year was 
anticipated, and state funds were 
accordingly programmed. Another large 
infusion of federal dollars would 
strain our ability to match these 
dollars. 



Pennsylvania Yes No PennDOT is determined to take advantage 

of federal funding as it becomes 
available. lOOZ federal funding would 
be beneficial , however it would not be 
required. 



Puerto Rico 


No 


Yes 


South Carolina 


No 


No 


South Dakota 


Yes 


No 


Tennessee 


Yes 


No 


Texas 


Yes 


No 



Depending on many factors such au when 
the funds were available and clearances 
on right of way, utility adjustmimts 
and environmental, as much as $400 
Million additional could possibly be 
let by November, 1992. 



Utah 
Vermont 



Yes 
No 



No 
Yes 



Vermont has a 15.8 mile long Chitenden 
County Circumferential Highway 
Demonstration Project and $50,000,000 
of lOOZ federal funding was made 
available for that project only. We 
have committed the entire $50,000,000 
and 2 unfunded projects will be ready 
for contract in FY 1992. 



Virginia 



Yes 



Bulk of projects are lower cost. If 
time limit was extended until 1993, a 
substantial increase in the amounts 
obligated could be realized. 
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Washington No Yes lOOZ Federal funding would be required 

in most of our programs; however, a 90- 
10 match would suffice for our 
interstate projects. 

Wisconsin No Yes The department has a very limited 

ability to bring additional projects to 
contract this fiscal year. 

Wyoming No Yes As on the previous page, our ability to 

match FA is speculative. 



SUBMITTED QUESTIONS 

Senator Lautenberg. There will be questions submitted to you 
from Senator Byrd, and we would ask for a quick response. I would 
also say the same thine to you that I said to the panel before you. 
Liet your people know tor sure what is |;oing on here, that we need 
their help, that they have to send a wire, a note, a telephone call 
here to say, hey, let us get behind this, it is good for America, and 
it is good for working people. Not only can it simply lift our pride, 
but it can lift our economic well-being as well, and I thank you 
both for being here. 

Dr. RUANE. Thank you, sir. 

Mr. GiLSTRAP. Thank you. 

[The following questions were not asked at the hearing, but were 
submitted to the panel for response subsequent to the hearing:] 

American Pubuc Transit Association 

QuEOTioNS Submitted by Chairman Robert C. Byrd 

SMALL urban AND RURAL TRANSPORTATION NEEDS 

Chairman Byrd. The administration's budget request for fiscal year 1993 reduces 
funding for two programs that are critical for the less-urban areas of this oountiy. 
The elderly and disabled program request (Section 16(b)), is over 30 percent below 
the fiscal year 1992 level, ana is 46 percent below the authorized level for 1993. 

In addition, the rural capital ana operating program request is over 18 percent 
below what was provided in fiscal year 1992 and is over 43 percent below the au- 
thorized level. I believe that it is just as important for rural areas of this country 
to receive transit fimding as it is for our larger urbanized areas. 

Could you please describe what the effects of the administration's budget would 
be on the non-urban areas of this country? 

Answer. The transportation needs of^ residents in small urban and rural areas 
across the country are as immediate and complex as those whidi confront the resi- 
dents of our largest metropolitan areas. 

Between 25 and 30 million people in rural America, including the aged, low-in- 
come and disabled, are transit-dependent" because of no access or limited access 
to private vehicles. 

m a June 1991 national public opinion poll for America's Coalition for Transit 
NOW, nearly nine out of ten Americans agreed that expanded public transportation 
service is equally important in small towns and rural areas to reduce isolation and 
ensure access to jobs and services. The recognition of transit's importance in rural 
areas was consistent among urban and rural residents, across regions of the coun- 
try, political party affiliation and among transit users and non-users. 

'In small urban and rural America, we're not fighting congestion. We're fighting 
isolation. We are dei)endinff upon you [Congress] to tauor a suit that also fits the 
little guys* said Vicki Shafier, General Manager, Tri-State Transit Authority, Hun- 
tington, WV. 
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Mudi of rural America lacks suitable transportation choices. In fact, mobility is 
a longstanding concern. A recent Community Transportation Association of America 
(CTAA) study disclosed that more than 50 percent of the nation's rural resident's 
live in areas with no federally-assisted public transit service. 

Recent UJS. Census data reveal that rural Americans are older and less well off 
than these who live in or near urban centers. Isolation has become an ever-present 
threat, if not a feature of dail^ life. Access to jobs, social services, medical care and 
recreation has become increasmi^y difiicult. 

New federal surface transportation lepslation enacted late in 1991 holds the 
promise of greatly expanded transit aid, mcluding a 63 percent increase in author- 
ized levels of federal assistance to rural areas, and a 57 percent increase to provid- 
ers of service to the elderly and disabled. The success or this leffislaUon, however, 
depends on full, annual appropriations and on regulations which faithfully cany out 
Congressional intent. 

Inadequate public investment in transpertation lies at the heart of the problem 
in rural America. In particular, we have railed to plan and invest adequate^ in the 
most fundamental mode of transportation: public transit. 

Budgetairy decisions made by the federal government have led to inadequate in- 
vestments in America's public services and facilities, its infrastructure. 

The Administrations fiscal year 1993 budget proposes funding levels for transit 
well below those enacted in the Intermodal Surface Transportation Act of 1991, 
signed by the President himself on December 18. 1991. 

The mobility challenge facing the nation, including rural America, demands im- 
mediate attention. If we are to move freely in the 21st centuiy, we should begin now 
to provide migor increases in federal transit investment. 

CAN SUPPLEMENTAL FUNDS BE USED IN NON-URBAN AREAS 

Chairman Byrd. Senator Lautenbeig's bill provides additional capital spending for 
transit properties to meet mandates of the Americans with Disabilities Act and 
Clean Air Act amendments, and provides additional funding for the acquisition of 
rolling stock and buses. 

In your opinion, could these funds be effectively put to use in non-uii>an areas 
of this countiy? If so, how? 

Answer. Non-Urban areas face many of the same problems as urban areas in thoir 
attempts to comply with the Americans with Disabilities Act and the Clean Air Act 
amendments. 

Section 16(b) funds capital investment to help meet the special needs of older and 
disabled people in areas where public transportation services are unavailable, insuf- 
ficient or inappropriate. Approximately hair the funded agencies from section (16)b 
are in rural areas. 

The proffram serves the elderlv and disabled throurii nearly 3,500 non-profit 
agencies. Tnirtv-seven percent of the agencies serve the cusabled, another 35 percent 
serve the elder^, and the remaining 28 percent are multi-purpose agencies. 

There are several ways that supplemental appropriations funds could be used ef- 
fectively in non-urban areas. These funds are especially needed in complying with 
the Americans with Disabilities Act. 

For example, maiw transit systems must buv new equipment, such as bus lifts, 
that they would not have bought before the ADA was enacted. 

In adoition, implementing paratransit service is one of the largest problems facing 
rural America. The ADA requires transit systems to provide paratransit services 
during the same hours they oner regular transit service. This requires many transit 
systems to purchase new vans that are accessible to the disabled. 

In addition, employees must be trained how to use the new e^ipment that is in- 
stalled or purchased and they must also be trained on sensitivity issues regarding 
transporting disabled persons. 

Compliance with the Clean Air Act amendments is not as significant a cost item 
in non-urban areas. However, there are many rural areas in our countiy that do 
not meet clean air standards and may eventually need to reduce vehicle emissions. 
Non-urban areas will certainly be affected by the Clean Air Act amendments in the 
future. 

The funding for public transit included in Senator Lautenberg's bill could cer- 
tainly be put to use immediately. The problems facing non-urban areas must be 
remedied. 

HAS TRANSIT USE INCREASED IN SMALLER AREAS 

Chairman Byrd. Outside our large metropolitan areas, has transit usage been in- 
creasing or decreasing? 
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AosiPnr. Tnuisit luage has increoed dramaUcaUy in non-uiiMui afms in tha re* 
cent pMt. In Hm fint nine montfii of 1991, tramit usage in non-rarel areas (popu- 
lation below 60,000) increaaed by 8.41 percent. In addition, during that aame period, 
demand response ridership increased oy 6.91 percent. There has been a steady in- 
I over the past several years. 



QunrnoNS SuBMrmD by Senator Jim Sassbr 

UNKMPLOYMENT RATE 

Senator Sasser. What is the average unemployment rate in the transit industry? 
Pleaae delineate the unemployment rate by transportation mode, i.e. bus, subway, 
etc 

Answer. THe transit industiy does not maintain reconls for a "pool" of labor dedi- 
cated to transit from which a percentage that is laid ofT or otherwise unemployed 
can be calculated. Direct operating employment l^ transit agencies has dedined 
slif^tW in the late 1980s out according to preliminary statistics may have sta- 
bihxed. Open^ing employment includes vdikle operations, vehicle and facility 
maintenance, and adnunistration. Operating employment does not include transit 
agency employees enga^d in capital construction or the employees of contractors 
or manufacturers of capital equipment or supplies. Table 1 shows the number of di- 
rect operating emi^^ees of transit agencies by mode from 1984 throu^ 1990. 

Responses nrom 22 larse operators that have provided APT A with data from the 
section 15 reports they nk with the Federal Transit Administration shows an aggre- 
gate increase in operating employees of 1.6 percent in fiscal vear 1991 compared to 
nscal year 1990. Iheee responses are not an adequate sample to assume that total 
empbyment is up. Final data will not be available for several months because wyn- 
tems with fiscal years ending on December 31 are not required to file reports until 
Amil 30,1992. 

ibe data in Table 1 shows overall direct transit operating emplosrment down 1 
percent since 1987 with railway Qieavy rail, lij^t rail, and commuter rail) down 9 
percent, motor bus down less than one-half of one percent, and demand response 
up 22 percent over the three year period. 

OPERATING SUBSIDIES 

Senator Sasser. The Bush Administration's fiscal year 1993 Budget again pro- 
poses the elimination of operating subsidies for cities with populations over 600,000. 
Their rationale for the cut is that these laiger systems ought to be more self-sufll- 
dent. 

In 1980, the total amount of federal operating assistance was approximately $1.09 
billion. B^ comparison, state and local governments contributed |2.6 billion to oper- 
atmff assistance. That's a 2-1 ratio in favor of state and locals. 

When Mr. Bush took ofTice in 1988, the total amount of federal operating assist- 
ance was $950 million. In that same year, the state and local contribution to operat- 
ing assistance was a whopping $8.1 billion. 

Can you tell us what the current ratio of state and local operating assistance is 
relative to federal assistance? Also, comment on how this ratio has changed over the 
past ten years? 

Answer. The portion of operating assistance from the federal government has de- 
clined steadily since 1980. In 1980 state and local governments contributed $2.61 
billion in operating assistance compared to $1.09 bulion from the federal govern- 
ment for a ratio of2.39 state and local dollars for evei^ federal dollar. In 1990 state 
and local operating assistance had risen to $8.36 billion while the federal con- 
tribution had dropped to $0.86 billion for a ratio of 9.69 state and local dollars of 
operating assistance for eveiy federal dollar. 

Including fares and other earnings, federal operating assistance accounted for 
16.8 percent of all transit revenue for operations m 1980. By 1990, the share of op- 
erating revenue from federal assistance had dropped to 5.4 percent. Table 2 com- 
pares federal operating assistance to state and local assistance annually from 1980 
through 1990. 

EMPLOYMENT IMPACT OP FUNDING CAA AND ADA 

Senator Sasser. By law, many hi^way and transit projects must overcome envi- 
ronmental concerns and problems before they are ready-to-^. For example, there 
are the Clean Air requirements. In addition, there are certain Americans with Dis- 
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abilities Act requirements that must be met. Meeting the provisions of both these 
Acts can be a lengthy and oosUy process. 

In the absence of sunplemental transportation appropriations, what would be the 
estimated cost of compliance with the Clean Air Act and ADA on transit employ- 
ment? 

Assuming the ADA and CAA provisions of S. 2169 are approved, how would audi 
assistance impact current employment and stimulate the creation of new jobs? 

Answer. The U.S. Department of Transportation has estimated the costs of com- 
pliance with the Americans with Disabilities Act (ADA) for transit to bo up to |»38 
million per year. Of that amount $310 million is for capital improvement and $628 
million is for operations and maintenance. 

AFTA has estimated the cost of the Clean Air Act (CAA) for transit to be in excess 
of $101 million per year, $44 million for equipment on buses and $67 million in in- 
creased fuel costs. This does not account lor probable additional facility or mainte- 
nance costs for alternative fuels. The cost of the two mandates — ^thus total $1,039 
mUlion per year; $354 million for capital and $685 million for operations. 

AFTA estimates that each one million dollars in bus canital expenditure creates 
or maintains 53.33 direct and indirect jobs and each one million dollars in operating 
expenditure creates or maintains 68.79 direct and indirect jobs. The capital expendi- 
tures for the two mandates thus represent 18,880 jobs and the openiing expendi- 
tures for the two mandates represent 47,120 jobs for a total of 66,000 jobs. 

Funds provided for these mandates can be expected to be spent quiody. Operating 
assistance can be outlaid very quickly allowing evstems to increase provision of af- 
temative seivice to meet their paratransit mandates. Over 95 percent of the esti- 
mated operating and maintenance cost impact of the ADA is for paratransit service. 
These funds will also relieve some of the pressure on state and local governments 
for cutbadLs in other services and employment in order to meet mandates. Over 40 
percent of the capital cost of the ADA and 100 percent of the estimated capital cost 
of the CAA are tor vans and buses or equipment for vans and buses. This type of 
equipment is procured on a regular cycle and increased demand should quidEJQr re- 
sult m increased employment at manufacturing plants. 

TABLE 1.-TREND OF DIRECT TRANSIT OPERATING EMPLOYEES BY MODE 



rWway Motorbut ^^Sil Otm ToM 



1 ge4 „ 

1985 

1966 

1987 

1968 „ 

1989 „ 

1990' 71.643 164.499 23.260 6.008 265^410 



72.173 


154.326 


23.798 


5,112 


255.400 


75.579 


157.581 


23.767 


5.110 


262.037 


76.963 


165.839 


20.664 


5.662 


260.108 


78.409 


165.176 


19.068 


5.430 


268.063 


73.322 


165.407 


21.391 


5.362 


268.482 


72.857 


162.990 


21.453 


5.617 


262.017 



TABLE 2.-FEDERAL OPERATING ASSISTANCE COMPARED TO STATE AND LOCAL 
OPERATING ASSISTANCE, 1980-M 
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TABLE 2.-FEDERAL OPERATMG ASSISTANCE COMPARED TO STATE AND LOCAL 
OPERATING ASSISTANCE, 1980-90-Continued 
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Mtod to aadton 9 cparalng aaiaivioa. 

Investment in transit service also improves productivity in other industries. Econ- 
omist David Alan Asdiauer states that '^ne way to generate hi^er nroductivity 
growth is to provide an appropriate environment to foster private capital accumula- 
tion. The results of this study suggest one wa}r to provide such an environment is 
throu^ increased fundinff for transportation, in goneral, and for public transpor- 
tation in particular. ... It is evident that transit spending carries over twice the 
potential to impact productivity as does hirfiway spending. (Transportation Spend- 
mg and Economic Growth, Wailiington: APrA, September 1991). 



American Road and Tbanspobtation Builders Association 

QuEOTioNs Submitted by Chairman Robert C. Byrd 

Chairman Byrd. The bill under discussion today, S. 2169, targets $1 billion for 
interstate maintenance, $1 billion for the bridge program, and $500 million to be 
used for such things as improving rail-hi^way crossmgs and removing lii^-haz- 
ard" obstacles. 

Are these the best programs for targeting the funds, or are there others that, in 
addition to these, could use additional funds that would be quickly spent, create 
jobs, and create long-term nroductivity improvements? 

Answer. The federal-aid Highway projects with the shortest lead time to construc- 
tion tend to be rehabilitation type prpjects. With the Interstate £fystem Having seri- 
ous deficiencies now that most of it is over 20 years old, targeting additional funds 
to Interstate maintenance definitely makes sense. If the plans are ready, construc- 
tion can commence quickly and jobs created in less than 90 days. 

A similar situation exists on our nation's bridges. Many smaller bridges need deck 
repairs which can be accomplished quickly witti new construction tedmiques that 
have been developed for concrete bridge d^cks. These projects can be started quickly 
and usually finished in one construction season. 

Rail-hi^way crossing projects, other than grade separation, can be undertaken 
quickly and are somewhat labor intensive. Depending on whether gates and li^ts 
are installed or simplv other warning signs determmes the relationship between 
materials costs and jobs. Elimination of nfii^ hazard" locations is defimtety quick 
start work which requires little planning in most instances. 

Chairman Bvrd. In your eiqperience as an association representing road and trans- 
portation builders, what do you believe are the migor aoministrative impediments 
to the states quicklv spending any additional funds that would be made available 
in the highway area/ 

Answer. There are three problems which can cause delays in putting new hi^^way 
projects on the street. First is the situation of project development at the state hi^- 
way agency whidi has slowed in recent years and management of federal-aid hi^- 
way projects. The second problem is as personnel reductions have placed manpower 
burdens on the planning biddin^awarding process which takes at least 90 days to 
complete. After me bid is opened and read, the contract must be written and final 
details worked out. This can often take at least 60 days. The third problem relates 
to environmental reviews and granting of necessaiy permits. This a burdensome 
and time consuming process which can take several months for projects not already 
advanced beyond this stage in the planning and development process. Projects can 
be expedited considerably if review and permit procedures can be carried out simul- 
taneously. 
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Ghainiiaii Byrd. More 8pedfical)y, do state hi^way agencies cunentiy have 
enou^ penonnel to expeditioualv develop projects? 

Answer. Based on a survey that ARTBA aid of its contractor chapters in early 
January, the state transportation agency nersonnel problem appears to ba a poten- 
tially disruptive issue. If not for regular ni^way money for nscal vear 1992, then 
it could affect any special money provided and the regular funds for fiscal year 1993. 

Chairman Byra. Does the American Road and Transportation Builders Associa- 
tion have an estimate on the number of hic^way projects that are current^ delayed 
because of particular federal requirements, such as environmental impact state- 
ments and tne like? 

Answer. The issue of delayed projects is difficult to Answer. Many of the delays 
occur during the planning stage when little is known about the profei^ However, 
any project with a need for a section 404 drodge and fill permit (wetlands) is Iflcebr 
to oe delayed given the nature of the environment impact statement and wetlandEi 
permit processes. 



Questions Subbititbd by Senator Jim Sassbr 

Senator Sasser. Your testimony indicated that unemployment within your indus- 
try reached 17 percent in Januaiy. The total number of unempbyed was i^prood- 
mately one million. 

What were the estimated payroll/state and local tax implications of those lost 
jobs? 

Answer. In our testimony ARTBA was citing Bureau of Labor Statistics data re- 
garding unemployment levels. We have done some further diedcing and cannot pro- 
vide a good estimate at this time of the payroll/state and local tm implications of 
this unemployment situation other than to state that a substantial reduction in pi^- 
roll has occurred with the resultant loss of income taxes and sales taxes to states 
and local units of government. % 

Senator Sasser. There has been some concern expressed about the states' ability 
to fully utilize additional highway money. 

From a roadbuildere' perspective, what would be your comments about the need 
and utilization of increased fundinfi^ 

Answer. Yes, there certainly is some pessimism regarding the states' ability to ob- 
ligate more than the current $15.2 biluon obligational authoritv available to them 
under the regular Federal-aid Hi^way Program. This is the view of some regard- 
less of what the states said in response to the AASHTO survey conductecT last 
month. 

From ARTBA's perepective, the needs are most definitely there for won nooiBy, 
The 1991 Conditions and Penormance Report submitted to Congress late last sum- 
mer by the Department of Transportation shows an annual need on the hi^wm, 
roads and bridges that are eliffible for federal-aid hi^way funds of $45 biSion in- 
cluding the state share. The mtermodal Surface Transportation Efficiency Act of 
1991, while a positive step forward, only provides $24.6 billion annually to meet 
known hi^way construction and reconstruction needs. 

As to contractor capability, our member firms can certainly bid and construct the 
projects of an expanaed program. Our existinf^ capacity was under-utilized prior to 
passage of ISTEA. In addition, manv companies that primarily focused on &e pri- 
vate market are now entering the bidding process for hi^way woriL. 

Senator Sasser. A concern has been raised that an mcrease in hi^way funding 
will, in essence, become **free money". Specifically, some fear that an increase in in- 
frastructure funding mi^t result m contractora distorting the bidding process by 
submitting inflated bids. 

Fm sure vou'd like the opportunity to respond to this concern. 

Answer. With all of the competition that exists in the construction market todqr 
and the narrow margins that contractors vfork with, this is not a serious concern. 
Low bid requirements and the desire to get the woik in this tight muket wUl keep 
prices and thus profits from going up quickly. 

Senator Sasser. Based on your eiqperienoe, how would the proposed supplemental 
funds be of importance to priority transportation situations, e.g, the bridge tha^s 
closed to throuoi traffic. Fm particulariy interested in your perepective of how these 
funds could hero^in rural communities. 

Answer. As ARTBA stated in response to a question from Chairman ByrdL priority 
should be given to areas that have projects wnich can be started quickly. Tnis usu- 
ally means rehabilitation projects on pavements and bridges. These type pitnects re- 
quire less detailed plans ana can be started quickly after the contract is lei by the 
state hi^way agency. What needs to be reduced for this type of accelerated finding 
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to woik k a reduction in the time from reading the winning bid to the notice to 
the toooeaafiil bidder to proceed. TUa can take up to 90 dave. Something needa to 
be done to accelerate the preparation of oontracta and the obtaining of the neceeaaiy 
permita induding environmentaL 



Ambrican AasociATioN OF 9rATB Hk»iway and Teanspobtation Officials 

QUBSmONS SUBIflTTBD BY CHAIRMAN ROBBBT C. BYRD 

Chairman Biml. Because of the weather and terrain, the hi^way construction 
■eaaon in the State of West Virginia is much shorter than it is for other parts of 
the oountiy. Can you tell me how soon Congress needs to move on this supplemental 
legation in order for it to be oblinited for a state like West Virginia? 

Answer. In our testimony submitted for the record on Februaiv 26, Wayne Muri 
generally addressed this question. He stated that the "construction season in the 
noithem tier states is considerably shorter than in southern states," and said that 
if full value is to be obtained from S. 2169 or similar legislation it "should be en- 
acted as soon as possible, weferably hf ^^ ^^^ of ^uril." 

Turning specifically to West Virginia, we have consulted with the West A^rginia 
Department of Transportatwn. Thc^ advise that for most effective use of such addi- 
tional finding it should be available l^ around April 1. Hiis would allow contracts 
to be awarded and get underway in July, providing several months of work before 
adverse conditions set in. 

Chairman Byrd. When AASHTO conducted its survey of the states to assess their 
capability to utilize additional fiscal year 1992 federal funds, was there a pro- 
nounced differonce in the states' abilities to use funds, or a pronounced difference 
between the t^s of programs for which the states would use additional funds? 

Answer. Witn respect to the capabilitv of the states to utilize additional fiscal year 
1992 federal funds, the questk>n posed By AASHTO was: "Does your member depart- 
ment have a supply of additional projects in a ready-to-go status, to make use of 
such funds in fisctd year 1992." 

AASHTO has 52 member denaitments, including the 50 states, the District of Co- 
lumbia and Puerto Rico. Of these 52 member departments, 50 responded to the 
question posed l^ AASHTO. An analysis of the responses does indicate differences 
between the states in t^eir ability to use such additional funds. 

Of the 50 responding member departments, two, Hawaii and South Carolina, re- 
ported thev had no adcutional projects. Four other states said th^ did have projects, 
out provided no information with respect to them. Looking at the remaining 44 
meinoer departments, their capabili^ varies considerably. 

We have comparea the reported total funding required for the additional fiscal 
year 1992 projects identified by these 44 departments to their expected total 

glanned fiscal year 1992 obligations, as reported in the January AASHTO survey, 
> determine what percentage such additional project funding is of that depan- 
ment's eiqpected total fiscal vear 1992 obligations. This information is contained in 
the Survey report filed with Mr. Muri's statement. The findings are as follows: 

Tablb l.-^^erceniage of reported total funding cfaddUional fiscal year 1992 projects 
compared to Departments expected tcial fiscal year 1992 obligations 

Numbtraf 
Rtangt (ptretnO ikpartmnUB 

<5 1 

5-10 12 

ie-25 11 

26^6 8 

36-W 6 

>50 6 

There is no apparent geographic pattern to these findings. 

It should be remembered that toe AASHTO Survey was conducted in January, 
and that conditions within a member department may have changed since then. For 
example, many state legislatures are considering budgets and transportation fund- 
ing legislation, which could affect the responses provided to us in January. 

We did not inquire as to the type of such additbnal projects, and thus have no 
specific information on this matter. However, we did ask for some information on 
the expected use of their fiscal year 1992 obligation capacity, as follows: "We know 
some states are concentrating on resurfacing projects m fiscal year 1992. Are your 
projects concentrated by type, or spread across the spectrum?" As is described in our 
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report on the Survey, most states will let a wide spectrum of projects in fiscal year 
1992. We expect that a somewhat similar pattern would be true for the add^nal 
projects. 

Qiairman Byrd. In my home State of West Virginia, the abili^ to flenemte the 
State's matching fimds for hidiway programs is somewhat limited. If additional 
funds were made available in 1992, is it advisable that the local matdiing reqpiire- 
ments on the additional funds be waived? 

Answer. Again referring to the AASHTO Surv^, the member departments were 
asked if 100 percent federal funding would be required for them to get these addi- 
tional projects to contract in the fiscal year 1992 season. While 28 dbpartments re- 
plied *no,* 18 responded 'Ves." This indicates the need for waiving the local matdi- 
mg requirements, if full use of any funding provided by S. 2169 u to be obtained. 

Questions SuBMrrrsD by Senator Jim Sassbr 

Senator Sasser. What is the current average rate of unemployment within Uie 
transportation industiy? How many states have overall unemployment rates equal 
to or m excess of the national averase of 7.1 percent? 

Answer. AASHTO does not have tnis information available. 

Senator Sasser. There has been some concern about the states' ability to utiliie 
additional monies in fiscal year 1992. Some states have suffered more than others 
during this recession. Do you foresee any distributional problems among the states 
that have suffered more during the recession? That is, will ther^ have less of an ad- 
vantage than a more fiscally sound state in using increased mfi«8tructure fimds? 
Anv administrative problems? 

Answer. In Januaiv, AASHTO surveyed its 52 member departments, in part to 
determine their capability to utilize additional fiscal year 1992 federal fbnas. One 
of the questions posed was: 13oe8 your member department have a suppj^ of addi- 
tional projects in a ready-to-go status, to make use of such funds in fiscal year 
1992." 

Our 52 member departments include the 50 states, the District of Columbia and 
Puerto Rico. Of these 52 departments, 50 responded to this ouestion. Two, Hawaii 
and South Carolina, reportea they had no additional projects. Four other states said 
they did have projects, but provided no information with respect to them. Looking 
at uie remaining 44 member departments, they reported a total of 1,150 additional 
projects, at a total funding level of $3,341 oillion. 

A second question in our survey asked if 100 percent federal finding would be 
required for our member departments to get these additional projects to contract in 
the fiscal year 1992 season. While 28 departments replied "no," 18 responded '^yes." 
This response indicates some difficulties in the states in providing matdimg fui^ 
which could be alleviated if Congress would waive the load matching requirements 
for any funding provided by S. 2169. 

Those states that are in sound fiscal condition are generally more able to mt>vide 
matdiing funds than those that have been impacted by the recession. Lo<«ing at 
the 18 states that responded '^es" to the need for a funding waiver, many are states 
heavily impacted by the recession. The 18 states are as follows: 

District of Columbia, New York. Idaho, North Dakota, Iowa, Oklahoma, Lou- 
isiana, Oregon, Maryland, Puerto Rico, Massachusetts, Vermont, Michigan, Wash- 
ington, Mississippi, Wisoonsin, New Jersey, and Wyoming. 

As to possible administrative problems, ffiven the desire to get any additional 
funding mto contracts as soon as possible, tne states should be provided maximum 
flexibifitv as to the kinds of projects that can be undertaken. Otherwise, it may 

grove administratively difficult or even impossible to fully utilize the fund fitim a 
ill such as S. 2169 in fiscal year 1992. 

Senator Sasser. Your testimony indicated that the states can utilize an additional 
$3 billion in obligations. And, according to your testimony, this will translate into 
approximately 1,100 additional highway and transit projects. What is the break- 
down between hi^wav and transit of these additional projects? Appnudmatelv how 
many jobs both oirectly and indirectly will result from these 1,100 projects? Briefly 
describe the kinds of indirect jobs that might be created. How many of these 1,100 
are ready togo and can be completed in fiscal year 1992? 

Answer. The January AASHTO Survey addressed the use of obligation authority 
for fiscal vear 1992, and thus related to hi^way projects. The ISrTEA does aUow 
the transfer of some hidiway funding to transit, but we collected no specific infiir- 
mation about the statesT plans in this regard. 

With regard to the creation of jobs from the 1,100 identified projects, we have no 
specific information. We did not ask this question of the states. Last year AASHTO 
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did oommisnon Apogee Reeeardi, Inc. to produce a report titled 'The Economic Im- 
pact of No Federal Highwi^ Legislation,^ a copy of which is being supplied to the 
Subcommittee. It estimated the number and iypes of ^bs that would be lost if fed- 
eral hic^way obliffations were to be reduced by $9.8 billion, the reverse of the ques- 
tion here. iJsinf this information, and dividing l^ 3, it would appear that some $3.3 
billion in additional fiscal year 1992 hi^way projects mi^t support as many as 
135,890 jobs, as is shown the attached Table 2. Table 2 also mdicates the dis- 
tribution of those jobs across different areas of the econonqy, in addition to direct 
jobs in hif^way construction. 

Based on the AASHTO Surv^, and assuming that additional funding can be 
made available in April, the bula of the hi^way construction iobs should be— on 
line during calendar 1992. This would also be true of many of the indirect Jobs. It 
may be that not all hi^way prmects would be "completed* in 1992, but we would 
expect that all funds would be utilized. 

Senator Sasser. Tennessee has one of the hi^est gas taxes in the countiy at 21 
cents per gallon. One of the issues that was raised during the debate on the suriTaoe 
Transportation Act was the whole state "level of effort" concern. That is, how much 
a state contributed to its own hi^way improvement efforts. One measure of a 
state's level of effort was the amount of its gasoline tax. Yet, during a recession like 
the one we're currently experiencing, many motorists cant afford to spend a lot of 
money on gaa. In li^t of that, I'd be curious to know how the recession has affected 
gasoline prices. What is the average State gas tax in the United States? Since the 
enactment of the Intermodal Surface Transportation Efliciency Act (ISTEA), how 
many states have increased their gas taxes? 

Answer. While AASHTO has no specific information on gasoline prices, reports in 
the media indicate that there has been a recent decline in the retail sales pnoe. The 
relationship of this decline to the recession is not dear. 

The average state gas tax in the United States as of Februaiy 1 was reported to 
be $0,175 per gallon. So far in 1992 one state, Missouri, has increased its motor fuel 
tax. We are advised that possible increases are pendinff in at least six additional 
states, Alabama, Colorado, Maryland, Minnesota, Nebraska and Vii^nia. 

Senator Sasser. We are now spending down more and more monies from the Mid- 
way Trust Fund. By law, we're required to maintain a two-year cushion in the Trust 
Fund. However, a recent study indicated that by fiscal year 1998 the balance will 
be under a billion dollars. In light of these findings, what would be the impact on 
the Hi^way Trust Fund of increasing the obligation ceilinss? 

Answer. There is still a large balance in the Hi^way Trust Fund. If the obliga- 
tion ceiling is increased in the range suggested by S. 2169, it can clearly be accom- 
modated for fiscal vear 1992. But as himway obligations are increased, use of the 
balance in the Hi^way Trust Fund is of course accelerated. What also needs to be 
taken into account is the revenue stream supporting the Hi^way Trust Fund, 
which is largely comprised of federal motor fuel taxes. In a recession these revenues 
decline. A further decline is expected as alternate fuels are introduced. Congress 
needs to keep watching the revenue side of the Highway Trust Fund, to be certain 
that the level of authorizations set in the ISTEA of 1991 can in fact be fully funded. 

Senator Sasser. The Surface Transportation Act creates a system of roads of Na- 
tional Significance. State and local transportation officials have two years to rec- 
ommend which milea^ within their states will become a part of the nnal 155,000 
miles that will comprise the National Hi^ways of Significance. We know that the 
43,000 mile Interstate system will be a part of the final NHS. Do you have any in- 
formation to indicate how many of the potential 1,100 new projects mi^t involve 
roads that would fall under the NHS category? 

Answer. No specific information, except in two instances. In their comments about 
additional fundinfl Connecticut stated tnat $28 million would be used on the NHS, 
and Maryland indicated Uiey could utilize $170 million of a projected capability of 
$360 million on the state's Interstate system. Given the mix of projects in any state, 
it is probable that many of the 1,100 projects involve either the Interstate system, 
or the principal arterial hi^ways from which the NHS hifl^ways will be selected. 

Senator Sasser. One of the concerns that we in Congress nave always had is that 
the federal funding will be used efficiently and that trtmsportation needs will be met 
on a priority basis. In the past, this has been particularly true with respect to 
bridge funding. Can you comment on the extent to which supplemental funding can 
address such urgent transportation problems? If possible, identify specific projects, 
e.g. a bridge that is closeo, for which additional funds would be especially timely. 

Answer. Again, we do not have specific bridge project information available to us. 
We do have statements from two states that some of any additional funding would 
be utilized on bridges. The State of Connecticut indicated that $79.2 million would 
be utilized for the On-System Bridge program, and the State of Maine stated that 
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a main use of additional funds would be for bridge wearing suriace projecta. It can 
be ei^pected that other states would also utilize additional lunding cm tome of their 
pending bridge projects. 

Table 2,— Estimated number and types of jobs resulting from an additional $3,3 
billion in highway funding in fiscal year 1992 

Total hic^way construction >84.839 

Manufacturing: 

Stone, day and fflass 4,939 

Fabricated metal products 8,616 

Pood 1,998 

Printing and publishing 1,798 

Apparel 1,699 

Textile miD producU 946 

Other 20,862 

Subtotal 86.786 

Services: 

Business serrices 6,827 

Health services 4,611 

Personal services 2,711 

Educational services 1,926 

New auto dealers 2^889 

Auto repair 1,298 

Hotels 1,277 

Other 6,408 

Subtotal 26^1 

Transportation: 

Trudcing and warehousing 8,840 

Communication 1,868 

Railroad 649 

Other 6,828 

Subtotal 11,166 

Total 186,890 

The Economic Impact op No Federal Highway Legislation*— Phepabbd for 
THE American Association op State Highway and Transportation Opficials 
BY Apogee Research, Inc. 

executive SUMMARY 

Without new federal hi^wa^ legislation by September 80, 1991, the naticm's 
hi^way investment program will slowly begin to shrink. In addition to the obvious 
oonsecpences for the quality of the nation's transportation system, reduced hi^way 
spending will have a short-term, but direct, negative impact on-the UJ3. economy. 
Over the course of a year, the U.S. stands to lose 87,000 jobs and $6.9 billion m 
output. Three-fourths of this impact will be in manufactunng, services, and other 
non-construction industries. If the highway impasse continues longer, Uiese losses 
will mount as will the risk to the strength of the nation's transportation infrastnic^ 
ture. In addition, the ability of most states to replace the lost ninding for hii^way 
programs is peor. 

THE PROBLEM 

The current Con^ssional stalemate over the new five-year Surface Transpor- 
tation Reauthorization Act is disturbing. While the Senate has passed a IhU. the 
House has yet to act. More time will be required for the two houses to reaoi an 
agreement on a single bill and for the President to sign the act into law. Aside fi^m 
the delay in transportation benefits as projects are deferred, a lapse in funding will 
do nothing to help an already weak economy. Spending on hic^ways spreads rapidly 
through the economy, affecting virtually every industiy. 

Senate bill 1204, the Surface Transportation Efficient Act of 1991, provides ftind- 
ing for federal-aid highway programs for fiscal years 1992 tlutxi^ 1996. THe bill» 
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I by tha Senate in June, would provide $90.6 billion in additional bndsBt an- 
thoriW for federal aid to state and local hi|^wi^ oomtruction and repair, bftginning 
with $16^ billion in fiacal year 1992 and increasing to $20.6 billion in fiaod year 
1996. THe oeiUng on obligations would also increase each year from $16.6 billion in 
1992 te $20.2 bifiion in 1996. Table 1 outHnes the projected hi^way obUgatJons and 
outlays under S. 1204 as estimated by the Congressional Budget Omoe. 

TABLE 1.-4>R0JECTED BASE LINE FUNDING FOR FEDERAL-AID HIGHWAYS 

UNDER SENATE BILL 1204 

(InbliontofdolMJ 



1902. 
1903. 
1904. 
1996. 
1906. 



16.7 


1S.6 


17.4 


16.2 


18.1 


16.8 


18S 


17.5 


19.1 


16.0 



The current legislative impasse makes it likely that new hi^way legislation will 
not be signed until the September deadline has passed. Without new autherization, 
contracts that have been initiated would be funded, but states would receive no ad- 
ditional monies. New contracts would be limited to the unobligated balance of funds 
apportioned in prior years.' 

The Federal Midway Administration estimates that approximately $6.9 billion in 
unobligated balances will be available for the states. These balances are not uniform 
among states nor among federal hi^way categories. Table 2 summariies the pro- 
jected obligations and outlays available for the federal hi^way programs in the 
event that no highway legislation is passed. Table 3 shows the estimated net reduc- 
tion in federal spending compared with S. 1204, the only bill that has passed at 
least one house of Congress. 

In addition, there exists rou^v $1.8 billion in unobligated Interstate hi^way 
funds. These funds have been autnorized but cannot be apportioned until Congress 
approves an Interstate Cost Estimate (ICE). Because ICE requires federal legisla- 
tion, they should not be included in the funds available to the states. 

A nationid inputoutput model of the UJS. economy i^ows that the economic im- 
pact of reduced funding is sizable. Because outlays are most likely to have the 
quickest impact, the projected $2.1 billion in lost outlays (from Table 3) was used 
to estimate the short-term impact of reduced federal spending on hic^ways.' 

TABLE 2.-PR0JECTED BASE LINE FUNDING FOR FEDERAL-AID HIGHWAYS 

WITH NO HIGHWAY LEGISLATION 

|in bliofit of doltm] 



1992 6.87 *13.5 

1903 •.30 a77 

1904 .40 3.53 

1996 „ .10 2.06 

1996 .10 1.46 

^Bittd on CBO ouUyt adjuMl bv Apogit RiiMrd). Inc. to ftltd FHWfAH moa rtowl tilmiit ol fw MaiM of unoUQmd 
Iflidi Iv 1992^ MHiurivs of InwililB n^wty Ijndi. 
•Fundi ada iriv IMe dut to: (1) Iht Einvgincy fWtf Program; and (2) Move Midhg torn tit CdHonia MrtqMkt ai^tonea 



'These are fUnda which have been apportioned to individual ttatat in the past but have not 
been tpent due to ceiUnga on obligationa or other reaaona. 

*Thi8 ia the first-year reduction in apending indicated by the difference between 1902 outlayi 
and outlays under S. 1204. 
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TABLE 3.-REDUCED FEDERAL SPENDING FOR HIGHWAYS WITHOUT N^ 

LEGISLATION 

(InMHontofdolai^ 



1902. 
1963. 



1994. 

1985. 
1996. 



9.83 


aio 


17.1 


7.40 


17.7 


1&3 


18.4 


1S.4 


19.0 


^ts 



In the verv near term, the most dramatic impact will be feh by the hi^way oon- 
stmction industry. An estimated 22,000 jobs will be lost along with nearly $1.8 bil- 
lion in output. Persistent delays in the legislative process, however, will permit the 
effects to reverberate throu^out related sectors of the economy. Nationwide, it is 
projected that employment will decline by a total of 87,400 jobs and $5.9 billion in 
output. In addition to the construction industry, the service industry, manufactur- 
ing, and transportation will all suffer as hi^way funds are respent elsewhere hi 
the economy. Table 4 summarizes the projected impact of a $2.1 billion decline in 
federal hi^way outlays, with detail by migor industry. 

TIMING AND VARIATION BY 8TATB 

The decline in outlays is not the sole contributor to the projected contraction. If 
reduced obligations are not replenished ouickty, they will force further contractions, 
as illustrated in Table 5. A projected $9.8 billion decline in federal obligatJona is es- 
timated to cause a net loss of 409,000 jobs and $27.8 billion in output throu|^xmt 
the economy. The hidiway construction industry accounts for only 25 percent of the 
overall contraction: 103X)00 jobs and $5.9 billion in output. It is recognised that it 
will take time for the effects of reduced obligations to affect the economy. These ad- 
ditional effects would not be felt for at least a year. 

TABLE 4.-EC0N0MIC IMPACT OF A $2.1 BILLION DEaiNE IN FEDERAL OUTLAYS 

FOR HIGHWAYS 





(In mlions of 1901 dollsfsl 








Economic MCtor 


EmiteyiiMit 


om 


ConBtnjction: 

HiQhvMy oonBtrudion 





22.021 
376 


1.261 
60 


Subtotal 


22.397 


1321 


Manufachjrino: 

Stone, day and glass 

Fabricatod matal praducts 
Food 


3,17S 
2.324 
1.2B1 
1.153 
1.028 
606 
13,405 

22.973 


310 

214 

244 

64 


Apparel 

Textile mil products 





46 
46 


Other 




1.191 


Subtotal 


= 


ai36 


Servioesi 

Business sefvices 


4.366 
^900 
1.743 
1.236 
1.504 
633 
621 
3.473 


102 


Health services 




119 


Personal servicee 




31 


^-1..— .t— — 1 ■iiM Jnn^ 




24 


New auto dealan 

Auto repair 




40 
69 


Hotels 

Others 


z 


27 

133 


Subtotal ., 


16,901 


546 



Digitized by 



Google 



171 

TABLE 4.-EC0N0MIC IMPACT OF A $2.1 BLLION DECUNE IN FEDERAL OUTLAYS 

FOR HIGHWAYS-Continued 

(ki mKom of 1901 dolMl 



TrucUng and WMthousino . 
Communicttion ^ «. 



Other. 



2.468 


129 


870 


84 


417 


40 


3.422 


2S6 



SdMM - .- ^ 7.178 508 

Total olhv Mdoft „.... 17.91 1 1,430 



Qrwid total 87.358 5.944 

TABLE 5.-EC0N0MIC IMPACT OF A $9.8 BILLION DEaiNE IN FEDERAL HIGHWAYS 

OBLIGATIONS 

(In fiuMoni of 1901 doltafs] 

Eoononic Mctor ^n fkf/iMfi. Output 

Conatruction: 

HiQtiway conMnjdion 102.783 5.886 

aher 1.754 281 



SdJttlal 104.517 6.167 



Manufacturing: 

Stona. diy and gtaM 14^16 1.448 

Fabrintod matol praducts 10344 1.000 

Food 5.978 1.137 

Printino and put)i8hing 5.380 391 

Apparel 4.796 223 

Textile mi products 2.835 223 

Other - 62.555 5.557 

Subtotal « 107.205 W 



Senricee: 

Businees aervioee 20.482 476 

Health aen^icee 13.534 557 

Personal servicee 8.134 144 

Educational services „ 5,778 113 

New auto deatafs 7.017 188 

Auto repair 3.886 323 

Hotels 3.832 125 

Other 16.209 623 

Subtotal 

Transportation: 

Tnjckino and warshousino 

Communication 

Railroad 

aher 

Subtotal 

Total other sectors 

Grand total 407.672 27.736 

Because the remaining unobligated balances are not uniformly distributed among 
the states, some states will bear a disproportionate burden of reduced federal spencU 



78.872 


2.548 


11.519 
4.060 
1.946 

15.970 


601 

302 

186 

1.193 


33.485 
83.583 


^372 
6.672 
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inff * The Federal Midway Administration expects that a nu^rity of aU the states 
wm exhaust their available federal funds l^ Mituxh of 1992. 

To complicate matters, federal funds are structured according to mi^r categories 
of spending (primaiy roaids and bridges, for example). Consequently, states wilThave 
already reached their limits in some categories, leaving them wi^out federal funds 
to support prioritv projects. Based on past experience, states may be able to utilize 
only two-tlurds of their potential unobligated funds. During similar emergencies in 
the past. Congress temporarilv abolished categorical restrictions on spending, pro- 
viding the state with the flexibility needed to continue financing hi^way projects. 

REPLACEMENT OF FUNDS 

If the Congressional deadlock continues into 1992, how long will the states wait 
before attempting to assume the financial burden left bv the lack of federal aid? 
More importantly, do they have the financial ability to piw up this sladL? 

Fiscal shortfalls penneate almost eveiy government sector. I^tes are faced with 
budget deficits that force program cutbacfs and personnel layofis. To finance the 
hic^way funding gap created by curtailed federal programs, states will have to in- 
crease nij^way taixes. In the current economic climate, this may not be a viable eco- 
nomic or political alternative. In addition, time is required to propose and debate 
new state programs, so state action is, at best, a long-term answer. As a result, the 
ability of individual states to replenish the lost federal funds appeara poor. 

panel 5— aviation needs 
American Association of Airport Executives 

STATEMENT OF J. BRUCE PUTNAM, AJLE^ PRESmENT AND DEBECTOR 

OF aviation, bilungs-logan international AIRP(«T 

Airports Association Council International 

statement of ROBERT BROADBENT, CHAIRMAN, GOVERNMENTAL 
AFFAIRS COMMITTEE, AND DIRECTOR OF AVIATION, MeCARRAN 
INTERNATIONAL AIRPORT 

Am Transport Association 

STATEMENT OF WILLIAM HOOVER, EXECUTIVE VICE PRESIDENT 

Senator Lautenberg. We now have an aviation panel. We invite 
Mr. Putnam, Mr. Broadbent, and Mr. Hoover. Thank you very 
much for being with us. I assume that things in your industry and 
at your airports are moving on a better time schedule than we are 
this morning. I hope so, though, I must tell you, as a frequent trav- 
eler, I do not always find it that way. One of the things uiat I have 
noticed in the last several months, is getting here pretty much on 
schedule, that is, touchdown, and then we sit in a practice run for 
a gate for some time, and it tells me that the capacity is inad- 
equate to take care of our needs, so it is not just highways or rail, 
it is aviation as well. 

This country ouc'ht to have the latest in aviation technology, the 
best in systems, the most efficient aviation system available. We 
may have it, but we all know that we can do even better, so I lodL 
forward to hearing from each of you. 

Mr. Putnam, I think you know that I have been to Billings and 
looked at the airport there. I have not in a long time, Mr. 
Broadbent, had a cnance to be in Las Vegas. I know that Las Vegas 
knows very well that in order to succeed, they have to have an air- 



* Based on FHWA most recent projection of September 30, 1991 unobligated fiinds tulgect to 
the obligation limitation. See Appendix. 
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port commensurate with the investment that is being made around 
it, which is one of the things that I am trying to encourage in At- 
lantic Cit^ and other places around the country. 

We ou|^t to make the best use of our aviation system as we can, 
while we also supply a balanced transportation network, including 
rail and hiehway. So, Mr. Putnam, you go first, if you would, ana 
I would asK vou to note the timer in the summary of your com- 
ments. Your mil statement will be in the record. 

STATEMENT OP J. BRUCE PUTNAM 

Mr. Putnam. Thank you, Mr. Chairman. What a great lead-in. 
Absolutely, we think the creation of a new capacity is critical 
around the country. I am Bruce Putnam. I am the director of avia- 
tion at the other Lo^sji International Airport in Billings, MT, and 
also the current President 

Senator Lautenberg. Is there another one? 

Mr. Putnam. Well, we have friends on the east coast too^ and 
also the current president of the American Association of Airport 
Executives. We would also, as a footnote, Mr. Chairman — ^then I 
will move on, we would just as soon you spend your dollars, your 
visitor dollars, in Billings as opposed to Las Vegas, please come 
back. 

Before we begin our discussion of S. 2169, we would like to take 
this opportunity to thank you all for the work you do for transpor- 
tation in this country. Your commitment to building and maintain- 
ing the Nation's transportation system is second to none. On behalf 
of the entire airport community, we salute you and your excellent 
staff for your vision and leadership in this area. 

Mr. Chairman, S. 2169 is vitally needed legislation that would 
help spur economic recovery in this country by putting people to 
work on needed transportation construction projects. 

We are especially pleased with the provisions in the bill dealing 
with the administration's airport improvement program and facili- 
ties and equipment accounts. Increased funding for both accounts 
will have the twin effects of helping to create thousands of jobs and 
prepare the Nation's airport system for the 21st century. 

Airports have always been recognized as an economic ma^et for 
business activity ana new jobs, and for a good reason. It is hard 
to imagine an industry having a ^eater multiplier effect on the 
economy, than airports. When you invest money in constructing or 
expanding airport facilities, you create not only a runway or a ter- 
minal bunding that benefits growing numbers of air travelers and 
cargo, you also create new opportunities and investment incentives 
for the many businesses that depend on airports and aviation such 
as passenger and cargo airlines, concessionaires, travel agents, 
freight forwarders, hotels, restaurants, car rental agencies, and on 
and on. 

Those benefits, however, are not realized if we fail to invest ade- 
quately and expeditiously in aviation infrastructure systems. In our 
testimony today, we would like to concentrate on the role that 
spending on infrastructure projects plays in our economy, capital 
development needs of airports in this country, some thoughts on 
fiscal year 1993 funding levels for AIP, and several suggested revi- 
sions aimed at maximizing the effectiveness of this legislation. 
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Si>ending on aviation infrastructure can fuel the Nation's eco- 
nomic engine to promote growth, prosperity, and international com- 
petitiveness. We cite in our testimony, our full testimony, a study 
prepared for the Partnership for Improved Air Travel, done fay Wu- 
bur Smith & Associates, which estimated that in the 30 largest 
metropolitan areas, commercial service airports generate annually 
$252 billion in economic activity, $81 billion in wages, and near^ 
4 million direct and indirect jobs for their local economies and resi- 
dents. 

Each $1 invested in the provision of airport, airline, and eeneral 
aviation services generates an average of about $3 in ben^ts for 
tiie Nation's economy. In addition to this particular stu^, a num- 
ber of other studies suggest to us that for every $1 billion invested 
in airport construction, that 40,000 to 50,000 jobs are created or 
sustained in the economy, a significant number. 

Examples of current airport infrastructure development abound, 
and I would like to address — ^and I will shorten these comments up 
in the interest of time — ^there are two examples I would like to give 
to you of minor developments around this countrv and it actually 
equates to jobs. At the new Denver airport, whicn most of us are 
familiar with, four of those runways are graded and the terminal 
building are about 10 or 20 percent done. The spend-out rate is 
$30 to $40 million a month. Pittsburgh is doing a fifth and sixth 
runway. 

Standiford Field in Louisville, KY, is a good example. It is in the 
midst of building two new parallel runwavs and the original cost 
was about $300 million. It is said that 8,000 jobs would be created 
during the construction period alone, and over 27,000 net new 
transportation-related jobs by the year 2010, related to the 
Stanoiford Louisville, Ki, project alone. 

Dallas-Fort Worth is another good example. It was built in 1974. 
It generates nearly $2 billion a year in on-airport and off-airport 
wages. The^ currently have 14 preapplications pending with the 
Feaeral Aviation Administration for a total of about $176 million 
of unfunded necessary work. Of those 14 projects, 6 are read^ to 
go if the money were available today. Work on five could begin this 
summer, and the sixth could begin before the end of the fiscal year. 
All told, those proiects would create 700 direct jobs at the airport, 
not to mention all the additional indirect jobs in the immediate 
area. 

All this would take place, Mr. Chairman, in an area where local 
unemployment stands at 7 percent, and nearly 8,000 were lost last 
year. These projects and the numbers associated with their eco- 
nomic impact are not unique. These are not lean on the shovel 
make-work projects, but well-planned, urgently needed airport im- 
provement projects. 

I use one other example that I just happen to remember. We 
have surveyed our members in 1989. The survey came out in 1990, 
and it forecasts conservatively the needs of our area in a 5-year 
timeframe. We soup^t $50 billion in needs out there, 60 percent of 
which were AIP eligible. We have updated that survey. The num- 
ber is now $60 billion. 

The Federal Aviation Administration is unable to fund $1 billion 
each year, an additional $1 billion each year in preapplications for 
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eligible projects out there in oxir airport system. So to say to vou 
that there is a significant need for which this legislation coula be 
applied would almost be a drastic understatement. 

At this point, Mr. Chairman, I would like to turn the testimony 
over to Mr. Broadbent, who will discuss the capital needs of air- 
ports. Let me also insert one other thine. We have received 300 let- 
ters from our airports out there across uie United States in support 
of this lecpslation and I think it is important that you know tnat. 
Mr. Broaabent will discuss the capital needs of airports, as well as 
a number of suggestions for this legislation, and for the AIP fund- 
ing levels in fisciu year 1993. Thank you for your time. 

Senator Lautenberg. Thanks very much. I see that you are as- 
sisted, Mr. Putnam, bv Linda Daschle, who has a contact here, 
whom I know very well. I also hear from her frequently about air- 
port needs and how insufficient the funding is, no matter what I 
propose. But that is OK. 

Also, you know that I traveled through your beautiful State, and 
Senator Baucus likes to kid about the fact that I was in a small 
airplane in the dark, and I did not see any lights down there, but 
he forgets that I have flown a lot in my life, and that I am accus- 
tomed to no lights, even at times in places in our most densely pop- 
ulated State of New Jersey. 

I love to fly. When we talk about some of the needs of the urban 
centers in our country, and we eo to Montana or Nevada, or other 
places, where the most beautinil sights exist and where people 
would like to live and work, and visit, we certainly ought to make 
those kinds of services available, because very ofien an airport in 
a rural area is the difference between the economic life and death 
of those communities. So we are happy to have you here. 

We would now ask Mr. Broadbent for his comments. 

STATEMENT OF ROBERT BROADBENT 

Mr. Broadbent. Mr. Chairman, I am Bob Broadbent, chairman 
of the Government Affairs Committee for AACI this year, and I am 
director of aviation at McCarran Airport in Las Vegas. It was inter- 
esting to me when you commented about New Jersey, because I 
just recently had the opportunity to meet with some of the New 
Jersey people, as they are looking forward to their new airport de- 
velopment as a result of that legislation there. 

Senator Lautenberg. Were they in Las Vegas, or were you in 
New Jersey? 

Mr. Broadbent. Well, we have been both places. They have been 
there, and we have been back there at one time or another to meet 
with them, and in many cases, they are the same owners in some 
of those big businesses there. But it is interesting, I think, for us 
in Las Vegas to know that about 50 percent of the people who come 
to Las Vegas are the tourists who fly in by air, and that is sort of 
the thing that they are trying to do in Atlantic City, where the 
bulk of it, of course, is all by bus. 

So we recognize the real importance of airports to a tourism 
economy and particularly to our economy, and as such, we have 
done an impact analvsis that shows that there are benefits from 
our airport of about $17 billion a year. Well, it is hard to top that 
big money unless you look at the fact that all those hotels are filled 
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with many of the people that fly in by air, and with the construc- 
tion of our sizable new hotels, it is going to be even more predomi- 
nant So airports are really tne engines that drive the economy of 
many of our cities, in fact, most of our cities. 

We appreciate the full funding that we have had for the AIP 
funding the last year, and certainly recognize your leadership in 
ensuring that we got that AIP funding. We are looking hopefully 
at some entries in AIP funding, although, we recognize the budget 
constraints, and would hope to be able to put that to use in some 
of these construction projects. 

The airports are worried a little bit about the big increase in 
costs and security access, and we think if there was additional AIP 
funds through this process that could be given for security access 
we could immediately put some people to work with jobs, and be 
able to accomplish that mandate uiat has been given to us for secu- 
rity access systems. 

I think also we would like to talk a little bit about suggested re- 
visions, if we might, to S. 2169. We support your efforts, but we 
would like to offer some suggestions that we think would maximize 
job creation benefits for the airports. In the highway bill, you wise- 
ly chose to waive the local match/sharing requirements. This will 
serve to minimize delays in the start up of construction projects. 

Airports recommend you modify S. 2169 to apply the local match 
waiver to airport construction projects as well, and we think from 
this we will be able to move quicker into construction with some 
of the many projects we have. I am reidly sort of summarizing a 
lot of this statement, Mr. Chairman. 

Senator Lautenberg. Your full statement will be in the record. 

Mr. Broadbent. But we certainly are in full support of a bill 
that would move as quickly as we can. I had the opportunity to dis- 
cuss this with my two Senators the other day. Senator Bryan and 
Senator Reid, and they specifically have asked for copies of projects 
that we have that we could get on line, so there is an interest, at 
least amone our delegation, to move rather rapidly with them and 
I am sure they will be in contact with you, if they have not alreac|y» 
to pass that on. 

Senator Lautenberg. I assure you they have been. 

Mr. Broadbent. I think, in conclusion, airports look forward to 
working with you in the development of legislation to provide im- 
mediate funding for projects that are ready to go. We thank you for 
the opportunity to be here, and we will be happy to respond to 
questions, and look forward to shovels in the ground. 

prepared statement 

Senator Lautenberg. Thank you for your comments. We will in- 
sert the joint statement of Mr. Putnam and Mr. Broadbent in the 
record. 

[The statement follows:] 

Joint Statement of J. Bruce Putnam and Robert Broadbent 

Good morning Mr. Chairman and members of the subcommittee, we are pleased 
to be here today to present testimony on behalf of the American Association of Air- 
port Executives (AAAE) and the Airports Association Council International — ^Noith 
America (AACI — ^NA). As members or this subcommittee know, the members we rep- 
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resent are the local and state and regional governmental bodies, and the men and 
women who manage and operate our nation's airports. 

Before we be^ our discussion of S. 2169, the Supplemental Transportation Ap- 
propriations Remvestment to Upmde Productivity (STTART UP) bill, whidi you in- 
troduced on January 30, we would like to take this opportunity to thank you for 
all the woik you do for transportation in this countiy. Your commitment to building 
and maintaining the nation's transportation system is second to none. On b^alf of 
the entire airport community, we salute you and your excellent staff for your vision 
and leadership in this arena. 

Mr. Chairman, S. 2169 is vitally needed legislation that would help spur economic 
reooveiy in this countiy by puttmg people to woiiL on needed transportation con- 
struction projects. 

Airports are especially pleased with the provisions in the bill dealing with the 
Federal Aviation Administration's Airport Improvement Program (AIP) and Facili- 
ties and Equipment (F&E) accounts— $1.4 billion for AIP, with $400 million dedi- 
cated to projects at small and non-hub airports, and $1 biUion for F&E, to fund im- 
portant safety improvements such as radar and navigational aids — which will have 
the twin effects orhelpinff to create thousands of jobs and prepare the nation's air- 
port system for the 21 at Centuiy. 

Tlie air transportation system is the lindipin of our national and local economies, 
essential to the eflicient transportation of people and goods, boUi domestically and 
internationally. Aviation represents about 92 percent of all VS. intercity common 
carrier transportation. In addition to the direct benefits afforded travelers and ship- 
pers, a growing local air travel market also translates into more jobs, greater tour- 
ism ana many other economic benefits which contribute to a healtnier local, and na- 
tional economy. 

Airports have always been recognized as an economic magnet for business activity 
and new jobs — and for good reason. It is hard to imagine an industry having a 
greater multiplier effect on the economy than airports. When you invest money in 
constructing or expanding airport facilities, you create not only a runway or a termi- 
nal building that benefits growing numbers of air travelers and car^. You also cre- 
ate new opportunities ana investment incentives for the many businesses that de- 
pend on airports and aviation, sudb as passenger and cargo airlines, concessionaires, 
travel agents, freight forwarders, hotels, restaurants, car rental agencies and on and 
on. Those benefits, however, are not realized if we fail to invest adequately and ex- 
peditiously in aviation infrastructure ^sterns. 

In our testimony today, we would like to concentrate on: a) the role spending on 
infrastructure projects plays in our economy, b) capital development needs at air- 
ports in this countiy, c) some thou{^ts on suggested fiscal year 1993 funding levels 
for AIP, given its important role in infrastructure development, and d) several sug- 
gested revisions aimed at maximizing the effectiveness of this legislation. 

SPENDING ON INFRASTRUCTURE PROJECTS 

Spending on aviation infrastructure is not only vitally needed to combat the ca- 
pacity needs of the system, but can fuel the nation's economic engine topromote 
growth, prosperity and international competitiveness. A June 1990 study, 'The Eco- 
nomic Impact of Civil Aviation on the U.S. Econon^," prepared for the Partnership 
for Improved Air Travel by Wilbur Smith Associates, estimated that in 30 of the 
laigest metropolitan areas, commercial service airports generate annually $252 bil- 
lion in economic activity, $81 billion in wages, ana nearly 4 million direct and indi- 
rect jobs for their local economies and residents. Each one doUar invested in the pro- 
vision of airport, airline and seneral aviation service generates on average about 
three dollars in benefits for uie nation's economy. In addition to this particular 
study, a number of other studies suggest that for eveiy billion dollars invested in 
airport construction projects, 40,000^0,000 jobs are created or sustained in the 
economy. 

Investment in airport development provides critically needed airport infrastruc- 
ture and capacity improvements for the air transportation system, helps reduce 
delays and delay costs, and generates important economic benefits and jobs for not 
only the local communit3r, but for the nation as a whole. 

Examples of current airport infrastructure development abound. At the new Den- 
ver Airport, four of the runways are graded, the terminal building is about 10 per- 
cent done, and the spendout rate is currently about $30-40 million a month. Pitts- 
burgh is going to add a 5th and 6th runway. There are many similar stories, but 
to arive home the point about airport development and economic growth, let's look 
at two specific examples in greater detail. 
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Standiford Field in LouiBville, Kentud^ is in the midst of a program to build two 
new parallel runways and discard one of the two existing crossmg ranwavs. The ob- 
jective is to double airfield capacity by 1995 and reduce adverse noise mmacts by 
businesses, some quite lam, nad to be aoqpiired along the existing airport^ perim- 
eter. The original cost of $300 million grew to $370 million durinff the develomnent 
and approvalof the final environmental iinpact statement, the diiierenoe mostly fiir 
noise mitigation. It was estimated that 8000 jobs would be created durinff the con- 
struction period abne and over 27,000 net new transportation-related JoDa by the 
year 2010. This latter figure translates to $380 million in wages, $22 million in 
state taxes and $16 million in local taxes, a m^jor boost to the entire region. 

Tbe Dallas/Fort Woith Airport (DFW) is another good exanmle. Built in 1974. 
DFW generates nearly $2 billion a year in on-airoort and ofT-airport wages. DFW 
currently has 14 AIP pre-applications pending with the Federal Aviation Adminis- 
tration (FAA) worth $176 nullion. The federal share on those projects would be $182 
million. Of those 14 projects, six are ready to go. If money were available todqr. 
woiiL on five could b«nn this summer and the sixth could oegin before the end of 
the fiscal year. All told, these projects could create 700 direct jobs at the airport^ 
not to mention all the additional indirect jobs in the immediate area. AU this would 
take place in an area where local unemployment stands at 7 percent and nearly 
8,000 jobs were lost last year. 

At the airports we operate, Mr. Chairman, we have projects ready to flo as well. 
At Billings, there is $6.6 million in needed iznprovements ready to go, ana Nevada's 
Claik County Aviation Department could initiate woiiL on over $260 million in 
projects this fiscal year. 

Tiiese projects, and the numbers associated with their economic impact, are not 
unique. These are not lean on the shovel, make woik" prqects, but well-planned 
urgently needed airport improvement projects; Transportation infirastructure con- 
struction projects are responsible for thousandis and thousands of jobs throu^iout 
the economy and millions of dollars of benefit to the local communities and to the 
nation's economic growth and competitiveness. 

AIRPORT CAPITAL DEVELOPMENT NEEDS 

In preparation for the 1990 Airport Imi>n)vement Promun (AIP) reauthorization, 
AACl and AAAE conducted a comprehensive survev of U.S. airports, to identify es- 
sential projects and funding needed to improve and expand the airport ^ystom. Tbe 
1990 survey results, which were corroborated by the FAA, showed that total cwital 
development financing needs for airports nationwide were approximately $60 billion 
between 1991-96. These airport capital needs represented $10 billion per year in 
project ooste whidi must be met by both federal and local fiinding sources. 

m that survey, projects at the 29 large hub" commercial service airporto (those 
enplaning at least 4.8 million passengers) comprised 49 percent of the $60 Ullion, 
five year total. ^Medium hub" airporto (1.3-^.8 million enplanemento) accounted tor 
about 15 percent; "small hub" airporto (242,000 to 1.2 million enplanemento) com- 
prised 9 percent; *non-hub" commercial service airporto (10,000-241,000 enplane- 
mento) totaled 12.6 percent; 'Velievei^ airporto required 6 percent; and "general 
aviation" airporto accountod for 8.6 percent. 

We estimated that approximatoly 60 percent^ or $6 billion annuaUv, of the total 
airport project costo would be eligible for Airport Inq>rovement fnman (AIP) 
grants— Tar more than the current AIP funding levels. Approximato)jr 76 to 86 per- 
cent of the total projecto were identified as needed to increase capaaty and expand 
the aurport system, while approximately 10 percent was needed te rebuild airport 
facilities and preserve existing capacity. Of course, many of the projecto will have 
multiple benefits, such as increasing both capacity and safety. 

In order to determine the future capital funding needs of airports, AACI and 
AAAE have conducted a new survey of VS, airporto to updato the aiiport develop- 
ment needs for the next five ^ears, 1993-97. Based on prelimiiUOT survey results, 
we have found that the magmtude of airport needs over the next five years exceeds 
the $60 billion needs estimato that was identified for the 1991-96 period covered 
by our 1990 survey. It appears that the new five-year needs estimate wiU approadi 
$60 billion, demonstrating that dramatic airport needs remain and are growing. 
This preliminaiy estimate does not include the costo of new airporto other than Den- 
ver. We will be pleased to provide the Committee with a more detailed assessment 
of needs upon completion or the survey. 

It is important to noto that despite the full funding of the AlPprosram in fiscal 
vears 1991 and 1992, many eligible airport projecto have not been ninded. The badL- 
log of unfunded aiiport grant project pre-apphcations at FAA has grown by $1 bil- 
lion since 1989, and is presently estimated at $8 billion. These are pro|jecto that are 
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elicnble and deserving of federal aasiatanoe, but have not been funded given limited 
AlP dollars. Airports are still playing catdi-up to meet current and future demand. 

FEDERAL AIRPOBT IMPROVEMENT PROGRAM 

In testimony before this subcommittee in 1990, AACI and AAAE noted that 'our 
nation's airport system is suffering from over-congestion and under-investment." 
With your b^lp, this situation is improving, but the journey is far from over. 

In 1990, the leadership of this subcommittee wonced to forge an agreement with 
the authorizing committees on the funding level for the AIP program. As a rosult, 
the AIP program was funded at the full authorization levels in fiscal years 1991- 
92. With ever-increasing needs demonstrated in our surveys, we believe that fund- 
ing levels for AIP need to continue to grow. We are somewhat dismayed then, to 
see the Administration's budget request in fiscal year 1993 for only $1.9 billion for 
AIP. Thatgreater needs exist is incontestable. It is true that passenger facility 
chaiges (PFCs) can help local airport operators bridge the gap between currently 
available funding and needs, but PFCs alone cannot provide all of the additional 
funds that are required. Clearly, a hi^er AIP level is not only needed, but is essen- 
tial. Airports are convinced that an AIP funding level of at least $2.2 billion in fiscal 
3rear 1993 is what is minimally necessaiy for the programs' continued effectiveness. 

As the subcommittee knows, the AIP program is due to expire at the end of this 
fiscal year. Airports do not believe that a migor overiiaul of the program is needed 
at this time. We will, however, be working with the authorizing committees to in- 
crease the AIP authorization levels commensurate with the capital needs, inflation, 
and the new federal mandates placed on airports. 

We therefore ask the subcommittee to once again woik hand in hand with the au- 
thorizing committees to forge a consensus on hi^er AIP fiinding. We recognize the 
difficulty in this undertaking, given the vagaries of the federal budgeting process, 
but we simply cannot afford, in the lonj; run, to turn our badis on the challenge. 
Let us also not forget that by the Admimstration's own admission, Uie uncommitted 
balance in the aviation trust fund at the end of 1992 will stand at $7.6 billion. Stat- 
ed simply, this is not proper. It is not fair. Airports stand with the Congress in its 
insistence that the trust fund surplus should be spent-down on capital projects and 
we hope that in this funding cycle, the subcommittee can build on its previous ef- 
forts to see that this wrong he corrected. 

aUGGESTBD REVISIONS TO S. 2169 

Before concluding, Mr. Chairman, we would like to offer suggested revisions to 
your legislation that we believe would serve to maximize the jobs-creation aspect of 
the bill. In the hi{^way section of your bill, you wisely chose to waive the local 
matdiing share requirements. This will serve to minimize delays in the STARTUP 
of construction projects. Airports recommend that you modify S. 2169 to apply Hie 
waiver of local matching funds to airport construction projects as well. Tliis modi- 
fication to the legislation would help ensure that (tirt could immediately start flying 
at airports throu{^out the countiy. 

We also recommend that supplemental AIP funds be jrarovided to assist airports 
in implementing the new security access control systems (FAR Part 107.14). In addi- 
tion to the on-going effort to plan and build airport facilities and new capacity, air- 
ports also face the great challenge of installing new federally mandated access con- 
trol systems. We estimate that the design and installation costs for these systems 
will be approximately $450 million. Airports will also incur substantial future costs 
of about $50 million annually to operate and maintain these systems. To date, air- 
ports have spent nearly $200 million for design and installation — costs which (tivert 
airport funds from other needy capital development projects. We recommend that 
supplemental AIP funding be provided to help airports fund these systems and ex- 
pedite their installation. We also believe that the annual AIP appropriations need 
to provide additional monies for this important purpose. These actions will expedite 
the creation of additional construction and installation jobs throughout the nation. 

In conclusion, Mr. Chairman, airports look forward to working with the Congress 
in the development of legislation to provide immediate funding to airports and other 
modes of transportation. Tlie challenges we face are many, but this subcommittee 
has demonstrated, time and again, the leadership and fortitude necessaiy to get the 
job done and get the job done ri^t. We hope to aid you in that shared purpose. 
This concludes our prepared remarks and we would be happy to respond to your 
questions. 
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QUALTTY OP LIFE IN AIRPORTS 

Senator Lautenberg. It ie obvious that the dtv of Las Vegas has 
a rapidly growing cilAr and, apparently, a very desirable q^udity of 
life. It is not simply the '^gh-roller^ who is coining into town. They 
are people living uiere making a livine, enjoying life, and the air- 
port is quite remarkable. You have those toll machines that are 
spread throughout. 

Mr. Broadbent. Those are very nice. 

Senator Lautenberg. I think if we could install them in airports, 
well — I had better stop. That is a good way of getting things going. 
I am reminded by Pat McCann that since I am the guy who bann^ 
smoking in airplanes across the country, that goes down amongone 
of the TOtter-known deeds, certainlv one of the best received. That 
we might ban it in airports around the country, and so forth, that 
is kind of out of our jurisdiction, but we would encourage that kind 
of good quality of life in the airports while people wait for their air- 
planes. 

Mr. Hoover, nice to see you. You are going to tell us about the 
other end of the aviation business. We look forward to your com- 
ments. 

statement of wiluam hoover 

Mr. Hoover. Thank you, Mr. Chairman. I am Bill Hoover, execu- 
tive vice president of the Air Transport Association of America, 
which represents the U.S.-scheduled airline industry. I appreciate 
the opportunity to provide our views on the proposed supplemental 
fundingbill, S. 2169. 

The airlines have two basic needs which we believe this bill will 
help address. First, we need a healthy economy in order to prosper, 
and second, we need a modernized air transportation system with 
enhanced capacity and safety. As you are well aware, the airlines, 
like many other industries, are under severe financial strain be- 
cause of the economy, and that is perhaps best encapsulated by 
saying we have lost over $6 billion in the last 2 years, and over 
60,000 jobs. 

As an effort to create jobs and overcome the recession, we sup- 
port the aviation component of your bill, which will fund airport 
construction projects and help modernize the air traffic control sys- 
tem, while creating thousands of jobs. We beUeve there are ample 
resources in the aviation trust fund to fund these projects on an ac- 
celerated basis. 

We support the supplemental airport improvement program ex- 

«enditure of $1.4 billion for expenditures on Fast Track projects. 
7e do however recommend that 100 percent of the project costs be 
provided from the supplemental AIP program in S. 2169. 

And we believe this is prudent since airlines being in dire finan- 
cial straits, simple do not have the necessary funds necessary to 
meet what is normal or standard local share of Uiese projects, 
which usually ranges from 10 to 25 percent. 

We have developed a list of high-priority projects that are in our 
full testimony that already have the necessary approval and could 
begin in 1992 creating an estimate 5,000 new jobs and these pro- 
grams are at attachment 1 of our full testimony. 
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Further, a portion of the $1.4 billion should be earmarked for ex- 
penditure on projects which airports and air carriers must under- 
take pursuant to Federal regulations, and thereby alleviate enor- 
mous financial compliance bimiens on both of us. 

These projects primarily arise from the implementation of the se- 
curity access control system already mentioned by Mr. Broadbent 
and the Americans WiUi Disabilities Act. 

We are also enthusiastic about the $1 billion supplement for fa- 
cilities and equipment ATA each year develops a list of priority 
F&E projects that will accelerate improvements in the air traffic 
control system. These projects include improvements of in route 
and terminal air space systems and modernization of air traffic 
control towers and could enhance the safely capacity and efficiency 
of our national transportation system. 

These projects are at attachment 2 and are identified by airport 
and generally improve landing approaches and capabilities to bet- 
ter use runways. In addition, at attachment 3 we have identified 
an additional number of F&E unfunded projects that could include 
such items as ASRr-9 radars, airport surface detection equipment, 
and conversion of DOD bases to civilian ATC requirements, all of 
which improve capacity and safety of the systems. These 31 
projects total approximately $1.1 billion in additional job generat- 
ing activities. 

We believe that it would be prudent to revise S. 2169 slightly to 
provide $50 million in supplemental money to the FAA's operation 
and maintenance account which would be specifically earmarked 
for permanent change of station use. These funds are needed be- 
cause there is an imbalance, in the distribution of air traffic control- 
lers around this Nation. 

There are facilities which badly need additional controllers while 
there are others who have excess numbers of qualified controllers. 
Further, there are controllers who were initially sent to facilities 
where they could develop their skills and gain their experience 
under less demanding circumstances. They are not readv to 
progress to high traffic volume facilities, but as a result of the 
shortage of permanent change of station funds, their careers are 
being stifled and their developed talents not fully utilized. 

The main reason these people are not reassigned is there simply 
is not enough permanent change of station money to go around. We 
believe that this appropriation fits the objectives of S. 2169 because 
the effect of such moves will have immediate local impact on local 
real estate markets, moving companies, home improvement firms 
and the like. 

Mr. Chairman, we strongly support your effort to provide a sup- 
plemental appropriation for the aviation industry, and we hope you 
are very successful. Thank you very much. 

PREPARED STATEMENT 

Senator Lautenberg. Thank you very much. We have your com- 
plete statement and it will be inserted in the record. 
[The statement follows:] 
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dTATBMBNT OF WlLUAM W. HOOVBR 

My name is William W. Hoover, and I am Executive Vice President of the Air 
Transport Association of America (ATA), which represents the U J3. sdieduled air- 
lines. I appreciate the opportunity to appear before vou today to relate the views 
of the ainine industiy on the proposed supplemental funding bill, S. 2169, fdiidi 
would provide $1.0 billion dollars in additional funding this year for the Federal 
Aviation Administration's Facilities and Equipment (F&E) program and an addi- 
tional $1.4 billion for the Airport Improvement Program (AIP). 

Before I address the topic at hand, I would like to provide vou with some badc- 
mund on the perspective from whidi we speak: as a fmandal^-weakened industiy 
that is eager to improve the economic environment in which it operates. The airlines 
have two basic needs which this bill will help to address: first, we need a healthy 
eoononw in order to prosper, and second, we need a modernized ^air transport sys- 
tem with enhanced capacity. 

Over the past two years, the UJS. airlines have posted the two greatest losses in 
the histoiy of the industiv— $3.9 billion in 1990, and nearly $2 billion in 1991. 
Nearly 60,000 airline jobs nave been lost. These nearly $6 billion in losses can be 
attributed to a number of factors. 

Beginning in late 1990 the cost of jet fuel spiraled far be^nd the reasonable 
bounas of a maiketplace ^vemed by supply and demand considerations. Jet fiiel — 
after labor, ^e airlme's smgle largest expense item—moved from 60 cents per gal- 
lon in July 1990 to $1.40 during the third week of October 1990. While prices have 
come down, they still are not at the levels we experienced prior to 1990. In 1991, 
the average cost to the carriers for jet fuel was 69 cents per gallon, resultinff in a 
year-over-year increase in our fuel expenses of $1.4 billion and a total tael bill of 
$10.6 billion during 1991. 

The economic conse<juences of the fuel price spiral had a broad and prafimnd ef- 
fect on our overall soaety. GNP growth, which had been running at year-over-year 
rates of 6.7, 7.9, and 6.7 percent annually from 1987 throu^ 1989, dropped to 6.1 
percent in 1990 and an estimated 3.5 percent for 1991. More tellmg, however, is 
that GNP growth in terms of 1982 dollars was only 1.0 percent in 1990, falling to 
-0.4 percent in 1991. Declines are not consistent with a healtlw environment ibr 
any industiy, particularly the airline industiy, which has maoe ciq^ital conunit- 
ments years in advance of deliveries and is now receiving those new aircraft in the 
midst of a downturn in the number of passenoers. 

These adverse factors had a most profound effect on the airline industiy. By vir- 
tual)^ eveiy measure 1991 traflfic was down from 1990 levels. For example. Inter- 
national enplanements for UJS. carriers were down 6.8 percent, while domestic 
enplanements were down 3.1 percent — about 15 million fewer passengers. Aircraft 
operations which normal^ increase three to four percent annually, were reduced in 
1991 by grounding some airplanes and utilizing others less. 

Our declining business, attributable to the exorbitant jet fuel price increases, 
weak economy and unwarranted fears of terrorism arising out of the lifiddle East 
conflict has resulted in the filing bv a number of m^jor airlines for protection or liq- 
uidation under the bankruptcy code. It is a measure of the compi^tiveness of the 
industiy that in a time of weak demand air carriers have basically been unaUe to 
raise prices to cover costs even thou^ their very survival depended on it. 

Admng to our fiscal woes is the proliferation of government regulation. While we 
remain mUy committed to the goal of improved aviation safety, in recent years there 
has been a significant increase in the number of regulatory initiatives— the costs of 
which simply cannot be passed on to the consumer. Maiw of these regulations are 
borne of genuine concerns; others are imposed because of^a perceived problem. But 
most frustrating of all is the fact that there is insufiRcient coordination within the 
government as to the prioritization, timing and cost of the multitude of rogulations 
which are senerated in a given year. In view of the current financial state of the 
industiy, there must be an effort by Congress and the Administration to carefiiUy 
assess and eliminate unnecessarily burdensome regulations. 

As an effort to create jobs and overcome the recession, we support the aviation 
component of S. 2169. By spending additional dollars from the Aviation Trust Fund, 
neoessaiy airport construction projects and modernization of our air traffic control 
system could be accelerated, while at the same time providing thousands of jobs. It 
is with these facts in mind that we welcome the opportunity to see additional find- 
ing for necessaiy capital expansion and modernization at airports and in the na- 
tional air transportation svstem. 

It has been estimated that necessaiy airport capital financing over the next five 
years exceeds $50 billion. With a $7 billion surplus in the Aviation Trust Fund, 
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there are ample reaouroes to fiind prqjecta on a fast-track basis, and significantly 
contribute to economic reooveiy. 

We support the propped supplemental Airport Improvement Program (AIP) ap- 
propriation of $1.4 Dilfion. Moreover, we recommend tnat funds be spent on projects 
which can proceed on a fast-track basis, and that 100 percent of project costs be pro- 
vided from the supplemental AIP proposal in S. 2169. We believe that this is a pru- 
dent step, since the industry, bein^ in such dire financial straits as I descnbed ear- 
lier, does not have the necessaiy rands available to meet the standard ^ocal Aisre" 
of project costs for of this supplemental appropriation of AIP funds. We have devel- 
oped a list of hi^-priority projects, which already have the necessaiy approvals, 
and on which woik could start prior to December 31, 1992. (attachment 1} These 
projects also cleariy accomplish the objective of creating new jobs to help stimulate 
the economy. We estimate, conservatively, that approximately 6,000 new jobs would 
be created by the advancement of these projects. 

We would also recommend that a portion of the anticipated funds be earmaiked 
for expenditure on projects which airports and air carriers must undertsJce pursuant 
to Feaeral regulation. Providing earmarked funds for these protects would alleviate 
an enormous financial burden of complying on airlines and consumers. These 
projects primarily arise from the implementation of FAR Part 107.14 (security ac- 
cess control systems), and the Americans with Disabilities Act (ADA). We believe 
that these projects are appropriate for accelerated infrastructure spending because 
for the most part, they can be quickly implemented once financing is secured; they 
require little m the way of permitting and environmental assessments; and they are 
projects which can be undertaken by small contractor businesses — in short, perfect 
'jobs programs* projects. 

We also view the $1.0 billion supplemental facilities and CKiuipment (F&E) pro- 
posal enthusiastically. ATA each year prepares a list of priority F&E projects, and 
we provide this list to Congress with the goal of accelerating improvements in the 
air traffic control system, (attachments 2 and 3) These projects include the construc- 
tion, installation and implementation of enroute and terminal airspace system im- 
provements, such as landing and navigational aids, the modernization of air traffic 
control towers at airports where it is most needed, and other projects which often 
cannot be completed because of budgetaiy constraints. In appropriating additional 
F&E dollars during fiscal vear 1992, you would be acting not only to stimulate the 
economy and create jobs, but to further enhance, at an expedited pace, the safety, 
capacity and efficiency of our national air transportation system. 

We believe that it would also be prudent to revise S. 2169 sliditly to provide $50 
million in supplemental money to the FAA's Operations and Midntenance account, 
which should oe specifically earmariced for permanent change of station (PCS) use. 
These funds are needed because of an unbalanced distribution of controllers around 
^is nation. There are facilities which badly need additional controllers, while others 
have an excess number of qualified controllers. Further, there are controllers who 
were initially sent to facilities where they could develop their skills and gain experi- 
ence under less demanding circumstances. They are now readv to proarMs to the 
high traffic volume facilities — as a result of the shortase of PCS funds, their careers 
are being stified and their developed talents not fully utilized. The main reason 
these people are not reassigned is that there simply is not enou{^ PCS money to 
go arouna. We believe that this appropriation fits with the objectives of S. 2169, be- 
cause of the effect sudi moves would have on the local real estate maikets, moving 
companies, home improvement firms, and the like. 

Mr. Chairman, we strongly support the aviation components of S. 2169 and hope 
Con^ss will approve fiincung for the airport and facilities and equipment, and op- 
erations projects we have identified. 

LAGGING AVIATION INVESTMENTS 

Senator Lautenberg. It is hard to find a group of people with 
whom I could not be in more agreement. These are long-term in- 
vestments that can have short-term benefit and they are essential. 
It pains me when I see America not in the leadership role that we 
ought to be in, when it comes to aviation investments. I have been 
around the world, looking at aviation and airport facilities and see- 
ing what can be done in terms of providing systems that eliminate 
much of the delays caused by weather interference, et cetera. If you 
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have the systems on the ground and in the airplane, can make 
quite a difference and we ought to be doing that. 

NEW JERSEY AVIATION NEEDS 

And I will tell you something else, and that is what got me inter- 
ested so actively in public life. While I was runnine ^P, I was a 
member of the Port Authority of New York and New Jersey, ap- 
pointed hy the Governor of New Jersey in 1978. That is how I eot 
my significant transportation exposure, particularly in aviation, Be- 
cause they run the uiree migor airports as well as have ownership 
of the two borough airports, which I think of as a general aviation. 
These ^^eneral aviation airports have traffic that exceeds some of 
the migor urban center airports. It is quite remarkable, all of them 
in this relatively busy and very crowded area. 

That includes Westchester Airport which has scheduled service 
and Morristown Airport, which is a general aviation; they are all 
in the same area. Noise does play havoc with us and I believe that 
if we make the investments that we are talking about here, we can 
substantially reduce the noise effect. Unfortunately it is not going 
to be quick enough to satisfy those of us who live in the nic^t 
paths. It's very tough, but help us convert to stage 3 planes when 
the airlines get a little bit healthier. 

You mentioned the economic downturn and its disastrous impact 
on airlines and aviation. How about, during the war in the gulf, 
when people not too long a^o just canceled all flights, and it todL 
a long time to recover emotionally as well as financially. It took a 
while to kind of get back to normal, although normal at Uiis mo- 
ment is not so good. So there were significant influences that inhib- 
ited airline development and the kind of airport development that 
we really need. 

And one of the things in New Jersey that I think is generally 
thought to be the most important stimulant that we have had for 
our economy was the redevelopment of the Newark Airport, and 
you just see, there is more and more traffic going there. It is so 
convenient. I am not denigrating LaGuardia or JFK, but the need 
is there and you see it, and it just lifted the whole of the North 
Jersey — again, the most densely populated State in the Union, in 
the whole of our economy. 

It enabled companies to locate there knowing very well that their 
people could travel. There is a huge amount of goods and com- 
merce, freight that comes into the airport as well, so it had an 
enormous impact, and I think that is the consequence of good avia- 
tion development and airport development. And again, your city of 
Las Vegas demonstrates that so aptly. 

ABILITY TO Sra:ND AIP FUNDS 

Some of the things that we wanted to cover were covered in your 
thorough testimony here. I assume that there would be no problem 
in terms of how quickly the $1.4 billion that we would supplv in 
this bill could be spent. These are projects, I assume, that are kind 
of waiting for the tael to set them going. 

Mr. Broadbent. I think Mr. Putnam dealt with that I think we 
have about $8 billion in preapplications before the Federal Aviation 
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Administration that are eligtt>le under AIP, besides some non-AIP 
projects and I think that easily we could move into construction in 
the timeframes that you talk about, the $1 billion plus the $400 
million for small airports. 

Mr. Putnam. I would footnote. Mr. Chairman, and just say I 
think that is absolutely correct We are confident our members can 
get that money out where it needs to be and working quickly but 
we would also suggest that the quicker the fimds can be made 
available, the more that serves to facilitate us doing what we need 
to do. 

Senator Lautenberg. How about the passenger fitdlity charges 
[PFCs]? Were those charges in nlace, and they are just kind of get- 
ting into movement now, would that mean that the current $1.9 
biluon for airport improvements, AIP, is adequate? Your testimony 
refutes that very sienificantly. 

Mr. Broadbent. Well, $1.9 billion meets about 25 percent of the 
demand, somethim? like that, a little more than that and I cer- 
tainly think the PCF, it is estimated that if the migor airports put 
it on it would be about $1 billion extra a year. And we still have 
capital needs in the range of $60 billion, under our new capital 
needs summarv, it was $50 billion back in 1990. 

So I think there are enough demands at airports. There is a lot 
of concern about how wisely we spend that money and I think we 
have to be conscious of that, but in our case we have probably 100 
million dollars' worth of improved AIP eligible, PFC approved 
projects that we could start within 2 or 3 months at one airport 
and there are a lot of airports like that 

ECONOMIC CONTRIBUTIONS OP AIRPORTS 

Senator Lautenberg. Have your organizations estimated what 
kind of an economic contribution your airports provide to the local 
economies? 

Mr. Putnam. Mr. Chairman, let me address that. I think in my 
testimony I alluded to a study that pointed to 30 of the largest— 
at least as interesting to you and others, certainly in real America, 
our Senators are interested in that, what kind m impacts exist in 
those smaller facilities. 

What I can report to you is that the economic impact locally is 
as significant if not more so than the cumulative picture for the 
bigger ones. Let me put that in perspective very quickly and use 
my own airport. 

Billings-Lo^an International Airport is a small hub facility that 
serves a significant portion of the State of Montana and northern 
and central Wyoming. Our trade area is about 400,000 people. We 
have in the last 2 or 3 years completed an economic impact studv 
just for our own little regional facility and we know that in Bil- 
lings, the airport has a direct an indirect impact on our community 
ana region in excess of $130 million annually. 

Now this is in an SMSA of 120,000 people. So if I said to you 
that the statement we make regularly when we are out on the 
chicken dinner circuit about the facility being the economic firont 
door to our community, if we said that was an understatement, I 
would guess that you might believe that is probably true. 
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Senator Lautenberg. That is a migor chunk, I would guess, of 
the economy of a State like Montana. I was out there with Senator 
Baucus who was makine sure that I saw everything from street 
crossings — I could not believe that a State as remote, as expansive 
as Montana had to worry about people walking across the street— 
and he made sure that I saw kids walkine on a bridge with their 
shoulders pidled together and that was kind of narrow. 

So when you look at New Jersey, which runs about 800 people 
per square mile, and you look at Montana, which I think has 8 peo- 
ple per square mile, you see that aviation makes a m^jor con- 
tribution to both of them. Eight people per square mile gets lonely* 

Mr. Putnam. And that does not count the cows and sheep, Mr. 
Chairman. 

Senator Lautenberg. I do not want to belabor this subject, but 
I spoke to a group out there and made the reference that I Uioug^t 
was humorous, and they thought I was serious. I said, 1 do not 
know what you are talking about, all these expanded views and 
long-distance observations. I said, ''In New Jersey, when you have 
a clear day, you could be up in one of our buildings see for a mile 
away." Everybody kind of chuckled. I will take them to places in 
New Jersey where you can see very long distances, beautiful, and 
we just have to fight harder to preserve our natural environment 

But anyway, among the thin^ that we are looking at is trying 
to get Atlantic City's airport developed and expanded, because it 
will provide a significant impetus for sensible, regional economic 
development as well as relieving some of the other crowded air- 
ports. 

AIP FUNDING FOR REGIONAL AND RELIEVER AIRPORTS 

Under the existine formula for distribution of AIP funding, what 
hopes do the |[enerm aviation or reliever airports have to raise the 
necessary capital funding that they need? I think that this area is 
identified in your survev. 

Mr. Broadbent. I will let Bruce handle that 

Mr. Putnam. Yes: I think I am probablv the one most qualified 
to speak to that. I think that the HOO million set-aside is rig^t on 
the money, to use a play on words there I guess. While the entitle- 
ment formula would Ibe an acceptable sort of thing, I think Uie set- 
aside recognizes an inequity and a need that exists and its an ex- 
cellent way to treat with it, so we are very supportive of that 

PRIORITY AVIATION NEEDS 

Senator Lautenberg. Mr. Hoover, your members are concerned 
about the pace as well as the magnitude of our investments in the 
airports and the aviation system. What types of projects would you 
say would be among Uiose with the highest priority? 

Mr. Hoover. Well, basicallv those, I think that improve capacity, 
the safety. We have identified a number of programs 

Senator Lautenberg. I have the list 

Mr. Hoover. And we could perhaps refine that list in terms of 
priority, but generally I think all those projects that we have iden- 
tified we believe does one of the objectives which we are interested 
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in and that is more capacity, more efficiency that we can operate 
under or more safely. 

Senator Lautenberg. Are there any, let me call them bite-size, 
smaller investments that we could make that would be useful 
kinds of equipment that we might be able to buy, capital improve- 
ments? 

Mr. Hoover. I think the whole of attachment 3 to my testimony 
would provide that kind of equipment. It is basicallv instrument 
landing svstems, liditing systems, things that could be bought off 
the shelf fairly rapidly. 

Senator Lautenberg. What is an ASR-9 cost? 

Mr. Hoover. I think something like $4 or $5 million, but then 
when you look, the ones we recommended, for example in our at- 
tachment 3 are new sites, so they would have to have sitting. 

Senator Lautenberg. Significant improvements as a result of 
those investments? 

Mr. Hoover. Yes. 

Senator Lautenberg. Are we talking about, in your judgment, 
the kinds of investments that are going to have long-term benefits 
to the system as well as just getting thines rolling? 

Mr. Hoover. Oh, certainly and as we look — ^rignt now our traffic 
is down somewhat, but we are veiy enthusiastic that airUne travel 
is going to continue to grow and while we are in a period where 
delays are perhaps not as apparent to us, we are going to be right 
back in that situation down uie road if we do not increase the ca- 

Eacity of the system. So yes, all of these things that we have 
rought forth, I think have long-term implications. 

SUBMITTED QUESTIONS 

Senator Lautenberg. Those fiinds can be spent fairly quickly for 
such things as runway lights, instrument landing systems, ana ra- 
dars. 

Mr. Hoover. Yes, sir. 

[The following questions were not asked at the hearing, but were 
submitted to the panel for response subsequent to the hearing:] 

QUBOTIONS SUBIflTTRD BY CHAISMAN ROBBBT C. BYBD 

Chairman ByixL In your prepared testimony, you stated that a June 1990 study 
estimated that, in the 30 largest metropolitan areas, that for eveiy $1 invested in 
the provision of airport, airline, and general aviation service, an average of $3 in 
bonelits are ^nerated in the nation's economy. Can this same statement be made 
concerning airport infrastructure investment at airports in smaller metropolitan 
areas? 

Answer. While we are not aware of aggregate figures for benefits generated fit>m 
infirastructure investments at smaller airports, clearly, local communities benefit 
greatly from spending of this Idnd. For example, dtins the above-mentioned June 
1990 study by Wilbur Smith and Associates, for every dollar value of aviation prod- 
ucts and services produced in West Viiginia, total West Virginia economic activity 
increases by $1.72. 

Chairman Byrd. Generally speaking, what percent of an airport's infirastructure 
is paid for by federal funds? 

Answer. It ranses between 16-33 percent. 

Chairman Byra. In the 1990 survey conducted hy your organizations, you identi- 
fied a need for $60 billion between 1991 and 1996; of this amount, 12.6 percent 
would be for 'non-hub" commercial service airports; reliever airports required 6 per- 
cent of the funding; and general aviation airports accounted for 3.6 percent. Under 
the existing formula for the cttstribution of AIP fbnds, what hope do the general 
aviation and reliever airports have to raise the neoessaiy capital fimding that you 
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have identified in your mirv^. Tliat is, do you believe that there are auffident fed- 
eral funds floing to the non-hub, reliever, and general aviation airpoits in this ooun- 
tiy, or oould the federal government do more? 

Answer. Mr. Chairman, the federal government can, and should, do more. Hie ex- 
isting Airnort Improvement Program (AiP) funding levels are inadequate to address 
the capital developnent needs or all airports, large and smalL Smaller airpoits have 
a pardculariy difficult time securing adeq[uate fimding. That is whv the airaoit oom- 
nmnity is so supportive of the provision m 8. 2169 which would dedicate |400 mil- 
lion to projects at small and non-hub airports. 



QuBsnoNS SuBicnTBD BY Senator Jm Sassbr 

Senator Sasser. Under the Administration's proposed fiscal year 1988 Tranqwr- 
1 Budgets the Federal Aviation Administration increases to $9.4 bilUon, or 8 
mt over baseline. Assuming the President's Transportation Budget is passed 



tation Budgets the Federal Aviation Administration increases to $9.4 billion, or 8 
percent over baseline. Assuming the President's Transportation Budget is passed 
^as is," what would this additional 3 percent mean to the capital improvement in 



airports and the creation of jobs? 

Answer.' The additional 3 percent over the baseline in the I¥esident's fiscal year 
1993 budget, will not, in itself, lead to migor capital improvements of airpoits or 
to the creation of jobs. The President's fiscal year 1993 Airport Improvement IVo- 
fram (AIP) request is for $1.9 billion, the same as in fiscal vear 1992. An increase 
m the AIP fiindin^ level would, however, lead to increasea capital i mp r ovem ents 
and the creation onobs. 

Senator Sasser. Your testimony indicated that the Airport Improvement Program 
(AIP) has a backlog of unfunded airport grant pre-applications totalling $8 bifiion. 
Would you provide for the Subcommittee a listing of these projects and their finding 
needs? 

Answer. The $8 billion figure cited in our testimony is based on discussions with 
stafTat the Federal Aviation Administration (FAA). While we do not have the Ustiag 
of these specific projects and their funding needs, that information would be avail- 
able fiiom the FAA. 

CLOSING 

Senator Lautenberg. Well, I thank you all very much for beuig 
part of our hearing today. It was very helpful, ana I leave you with 
the same message that I left oUier panelists, let your rep- 
resentatives know how you feel about S. 2169, both homes of die 
House and the Senate, because programs do originate in the House 
for appropriations. 

What we are doing now is developing the guidelines that will 
help, we hope, send a message that this is what we are thinking 
about and when the opportunity comes along, we ought to be able 
to move this expeditiously. That is my mission. 

We have heard from panelists here and others have submitted 
their views on what is being proposed here and it is very mthu- 
siasticallv received. There is an address on Pennsylvania Avenue 
I do not have handy, but if you could communicate that vou would 
like to see this moved idong, that would be helpful as well. 

CONCLUSION OF HEARING 

So with that, we will recess this hearing. Our next hearing is 
March 5, 10 a.m., and that is for the Interstate Commerce Commis- 
sion and DOTs Inspector General. 

Thank you all very much. That concludes our hearing. 

[Whereupon, at 12:47 p.m, Wednesday, February 26, the hearing 
was concluded, and the subcommittee was recessed, to reconvene 
subject to the call of the Chair.] 
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MATERIAL SUBMmED SUBSEQUENT TO THE 

HEARING 

[Clerk's note.— The following statements from other witnesses 
concerning the STARTUP Act of 1992 were submitted subsequent 
to the hearing:] 

Statement op W. Graham Claytor, Jil, President and Chairman of the Board, 
National Railroad Passenger Corporation 

My name is W. Graham Claytor, Jr. I am President and Chairman of the Board 
of the National Railroad Passenger Corporation, better known as Amtrak. I am verv 
pleased to be here today to express Am£rak's strong support for S. 2169, the START- 
UP Act of 1992. Tliis legislation would provide some $900 million to fund critically 
important passenger rau projects as part of a much lamr pn>fmm to provide Jobs 
for thousands of Americans who have lost employment ouiing toe difficult national 
economic recession. 

Let me state at the outset how pleased I am that Senator Frank R. Lautenberg, 
Chairman of the Subcommittee on Transportation and Related Agencies Appropria- 
tions, has included this critically important funding for Amtrak and for the North- 
east Corridor Improvement Profed. 1 should add that I was not at all surprised that 
he chose to do so, for the Chauman has been at the forefinnt of efforts to provide 
this nation with hi^-quality, reliable and marketable rail passenger service. Time 
and time agun, the Chairman has persevered in his efforts to provide the fimding 
necessaiy to improve Amtrak service, even thous^ for many years the Administra- 
tion has either opposed all funding for Amtrak or recommended fimding levels that 
would be insuffiaent to permit us to operate the existing system. 

As the STARTUP bill also makes clear, the Chairman has established himself as 
the authority in the Congress on hidi-speed rail service. His vision and leadership 
in this area has made possible the nindmg of improvements on the Northeast Cor- 
ridor between Washinflton and New York, as well as Amtrak's ambitious promun 
to reduce travel time between New York and Boston to three hours or less. This 
improved service will be accon^liahed by electrifying the rail line from New Haven 
to Boston and undertaking various improvements ofthe railroad to permit train op- 
erations at speeds of up to 150 nq>h. Our New YoriL-Boston project is a model for 
the rest of the nation ofthe incremental improvement of a rail line designed for con- 
ventional service to ultimately permit hifi^-speed passenger operations. Senator 
Lautenberg has been the champion of this project and I wank tiim again for his 
leadership and support. 

Numerous studies have demonstrated the significant positive economic impacts 
and creation of jobs from federal investment in mfrastructure pnnects. This is par- 
ticularly true for improvements to railroad rij^ts-of-way and facilities, which tend 
to be very labor intensive, hi addition, rail projects have an important beneficial im- 
pact for rail suppliers. The ripple effect of rail procurement results as much as a 
one-for-one creation of jobs in the private sector rail industiy. Providing funds for 
rail improvements, therefore, produces exactly the kind of jump start that this legis- 
lation seeks. 

We have identified for the Subcommittee nearly $1 billion of capital improvements 
that could be quickly undertaken if funded. These ranse from new rolling stodL ac- 
quisition, construction of elements of the New York-Boston electrification mtem, 
painting and improving stations, installation of fencing, acquisition and installation 
of concrete ties and continuous welded rail, track and facility rehabilitatioiL con- 
struction of parking facilities, and safety improvements. We have estimated that 
funding of these projects would directly generate new employment totalling over 
8,000 man years, with thousands of additional man years created throu^ the ripple 
effect in the rail supply industry. 

Funding for these improvements would also help to address Amtrak's chronic 
shortfall in capital fundmg over the past decade. Amtrak's dramatic financial im- 
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provement in the 19608 was due in large part to the nearly $1.3 faUUon in fedsnd 
capital aasiBtanoe appropriated to Amtrak between 1976 and 1964. Hie mid- and 
late-19608, however, saw a virtual elimination of federal capital appropriationB, with 
an average grant of under $31 million per year between fiscal year 1986 and fiscal 
year 1969. ddeed, nnoe 1963, Amtrak s assets have depredated some $1.7 billion; 
capital appropriations during this same time firame, including funding for proiects 
that have Deen completed under the Northeast Corridor Improvement Fntject, nave 
totaled less than $1.2 billion— a difierenoe of over half a billion doUars. 

At a time when state and local transportation planners are clamoring for new 
service as a means of addressing air quahty concerns and growing congesmin on the 
hi^ways and at airports, Amtrak lacks the capital to replace its aginff equipment 
fl^, to achieve additional productivity gains that can rrauce the neea for federal 
operating support, and to expand its intercity route system. Ironically, Amtrak fre- 
quently finds itself having to explain wh^ it cannot operate new services even where 
states have agreed to help fund any mcreased costs — a role reversal for a cor- 
poration that usually is espousing the benefits of intercitv passenfler rail. 

The funding included for Amtrak in the STARTUP Act would help address our 
near-term capital needs and therebv better enable Amtrak to respond to the nation's 
transportation priorities. Manv of the projects it would help fund are those that pe- 
rennially have to be postponed due to the lack of capital funding. 

I want to emphasise that with some lead time— we believe that six to nine months 
is realistic— Amtrak can obligate funding of the magnitude included by the Chair- 
man in his bill. Indeed, we may well create some jobs just completing all the woik 
required to obligate the funds. Obviously, given the fiscal year 1992 obligation con- 
straint includea in the bill, we urge that Congress move quickly to enact this meas- 
ure so that Amtrak, and other recipients under the proposal, have as much time 
as possible to plan the funding. Fortunately, some of the work required to obligate 
fbnding for vanous of the Amtrak prqjects already has been initiated. Generally, our 
hope would be to hire woriLers locally for many of the projects, sudi as bridge clear- 
ance and station improvements, painting and fendng. 

As the Subcommittee is aware, Amtrak is planning to furlou^ over 1000 empkpr- 
ees at our Beech Grove, Indiana, equipment maintenance fadhty and elsewhere rar 
a three month period beginning this summer, due to a budgetaiy shortfall resulting 
from the continued national recession. It is my hope that the economy will turn 
around and that revenues will improve suffident to prevent all or at least a portion 
of the furious^ action. If this is not the case, then use of a modest amount of fVmd- 
ing— $20 mimon— in the Start Up Act for passenger equipment rehabilitation would 
enable us to keep these and other employees working during the summer. Indeed, 
this may be the most important single project for us to be funded firom jobs bill ap- 
propriations. Migor overhauls of locomotives and cars are essential if this equipment 
is to remain in servke over the bng-term. Our inability to continue these oveihauls 
on schedule will have a serious deleterious effect on the quality of our service and 
on the woriL force on whom we depend to undertake them. 

I strongly urge the Subcommittee to consider this top priority for funding. Getting 
our overhauls back on schedule is both the fastest way to maintain the joos of over 
1000 employees and a critically important way in whidi to ensure the hifi^ quali^ 
of Amtrak service. 

Again, Amtrak is extremely appredative of this effort to address the need for in- 
frastructure improvement throu^ iobs creation. Amtrak can play an important role 
in this process while also undertaking numerous long-delayed projects to improve 
the railroad. I thank the Chairman particularly for his unening commitment to im- 
proving the nation's passenger rail system. 



Statement op Bruce M. Fried, Executivb Director, America's Coalition for 

Transit NOW 

Mr. Chairman and Members of the Committee, thank you for holding this impor- 
tant hearing and for aUowing America's Coalition for Transit NOW to express its 
views on S. 2169, which provides supplemental appropriations for near term im- 
provements in the nation's transportation infrastructure and long term benefits not 
only to transportation but also to the nation's productivity and econon^. 

My name is Bruce Fried, I am Executive Director of America's Coahtion for Tran- 
sit NOW. Transit NOW is comprised of over 170 national environmental organixa- 
tions, corporations, electric utilities, labor unions, trandt operators, disability 
groups, auto insurers, local chambers of commerce and other organisations. The 
members of Transit NOW have come together to support a migor increase in federal 



Digitized by 



Google 



191 

funding for public transportation. In addition to the national coalition. Transit NOW 
affiliates have been ormnized in many communities across the country. 

Mr. Chairman, on behalf of all of Transit NOWs national members, and our affili- 
ates in the states, including the New Jersey Coalition for Transit NOW, I want to 
especially thank you for your continued leadership in the effort to secure adequate 
funding for America's public transportation systems. Your participation in last 
^s Transit NOW Loboy Day, including your activities with the New Jersey Tran- 



year^s ^ ^. ^ ^ 

sit NOW coalition were invaluable in the^cla/s success and in the ultimate authoriz- 
ingand appropriations successes of 1991. 

The $1.2 billion that S. 2169 will appropriate from the Mass Transit Account of 
the Hi^wav Trust Fund for public transportation and the $600 million that are ap- 
propriated lor the siufaoe transportation program from the Highway Trust Fund m 
fiscal vear 1992 are ursently needed and can be rapidly applieoto: 
— ^Meet capital needs of transit systems, needs that nave too often been unat- 
tended as a result of the earlier period of inadequate federal transit ftindlng. 
— ^Put thousands of Americans to work modemizinff older public transportation 
systems and building rail cars and buses. The $800 million iQk>cated for these 
purposes will be spent in communities where unemployment in the construction 
and manufacturing sectors has been particulariy hard hit as a result of the cur- 
rent recession. 
— ^Accelerate the speed by which transit systems can meet their obligations under 
the Clean Air Act (CAA) and the Americans with Disabilities Act (ADA). While 
we must be especiallv mindful of the economic problems confronting our nation, 
we must not lose simt of the national goals recently set by the Congress in the 
CAA and the ADA. Given the fiscal conditions of many transit systems, it would 
be difficult, if not impossible, to meet the CAA and ADA mandates without 
these supplemental funds. 
In addition, the exemption of the funds from the requirements of non-Federal 
matching funds is critical. As you know, state and local governments are feeling the 
consequences of the present recession in terms of their revenues. Declining property 
values, reduced income and sales tax revenues and increased social service costs 
have left state and local governments with little if any ability to meet matdiing 
funds obligations. It ¥rill be very difficult for the states and locales to take advan- 
tage of these funds unless the local matching requirements are waived. 

It is also important to recognize the long-term benefits of these infrastructure in- 
vestments to our nation's proauctivitv and economic vitality. 

The noted economist, Dr. David Alan Aschauer, professor at Bates College and 
former Senior Economist for the Federal Reserve Bank of Chicago, is perhaps the 
leading theorist on the value of public investment in infrastructure to the nation's 
produ^ivity and competitiveness. 

Dr. Aschauer has acknowledged that investment in transportation infrastructure 
has significant long-term benefits to the economy. In his September, 1991 study. 
Transportation Spending and Economic Growth, The Effects of Transit and Mid- 
way Expenditures, Dr. Asdiauer observed: 'Within the broad cat^ory of transpor- 
tation spending, the evidence indicates that public transit spending carries more po- 
tential to stimulate the lonff run economic growth than does hi^^way spending." 

The funds appropriated by S. 2169 will orovide the long-term economic benefits 
described by Dr. Aschauer, as well as immediate stimuli in terms of job creation and 
congestion, air-cualitjr and accessibility improvements. 

On behalf of Transit NOWs members, I urge the Committee to act favorably on 
S. 2169. 

o 
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